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Article - Insurance  

 

§1ð101. 

 

 (a) In this article the following words have the meanings indicated.  

 

 (b) òAdministration ó means the Maryland Insurance Administration.  

 

 (bð1) òAffordable Care Act ó means the federal  Patient Protection and 

Affordable Care Act, as amended by the federal Health Care and Education 

Reconciliation Act of 2010, and any regulations adopted or guidance issued under the 

Acts. 

 

 (c) òAlien insurer ó means an insurer that is formed un der the laws of a 

jurisdiction other than the United States or a state.  

 

 (d) (1) òAnnuity ó means an agreement to make periodic payments for 

which the making or continuance of all or some of a series of the payments, or the 

amount of a payment,  depends on the continuance of a human life.  

 

  (2) òAnnuity ó includes:  

 

   (i)  an additional benefit that operates to safeguard the 

contract from lapse or to provide a special surrender value, special benefit, or annuity 

in the event of the to tal and permanent disability of the holder; and  

 

   (ii)  benefits that provide payment or reimbursement for long ð

term home health care or long ðterm care in a nursing home or other related 

institution.  

 

  (3) òAnnuity ó does not inclu de life insurance.  

 

 (e) òAnnuity contract ó means a contract that provides for an annuity.  

 

 (f) òAppointment ó means an agreement between an insurance producer 

and insurer under which the insurance producer, for compensation, may se ll, solicit, 

or negotiate policies issued by the insurer.  

 

 (g) òAuthorized insurer ó means an insurer that holds a valid certificate of 

authority.  

 

 (h) òBurial insurance ó includes any kind of agreement, certificate, policy, 

contract, bond, assurance guarantee, or other arrangement, by bylaw, regulation, or 
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otherwise, in or by which the party that issues the certificate, policy, contract, bond, 

assurance guarantee, or other arrangement agrees to:  

 

  (1) provide for the burial of a na med or designated deceased 

individual;  

 

  (2) save harmless anyone for all or part of the costs of the burial of a 

named or designated deceased individual; or  

 

  (3) pay all or part of the incidents of the burial of a named or 

designated deceased individua l. 

 

 (i)  (1) òCasualty insurance ó means: 

 

   (i)  insurance against legal, contractual, or assumed liability 

for death, injury, or disability of a human being, or for damage to property;  

 

   (ii)  if issued as an incidental coverage with or suppl emental to 

liability insurance and regardless of legal liability of the insured, insurance that 

provides medical, hospital, or surgical disability benefits to injured individuals and 

funeral and death benefits to dependents, beneficiaries, or personal repr esentatives 

of individuals killed; or  

 

   (iii)  unless disapproved by the Commissioner as contrary to law 

or public policy, insurance against any other kind of loss, damage, or liability that is 

properly a subject of insurance and not within any other kind  of insurance described 

in this subsection.  

 

  (2) òCasualty insurance ó includes motor vehicle physical damage 

insurance, burglary and theft insurance, glass insurance, workers õ compensation 

insurance, employer õs liability insurance , and boiler and machinery insurance.  

 

 (j) òCertificate of authority ó means a certificate issued by the 

Commissioner to engage in the insurance business.  

 

 (k)  òCommissioneró means the Maryland Insurance Commissioner.  

 

 (l)  òCountyó means a county of the State or Baltimore City.  

 

 (m) òDomestic insurer ó means an insurer that is formed under the laws of 

the State.  
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 (mð1) (1) òFirst ðclass mail tracking method ó means a mail tracking meth od 

that provides evidence of the date that a piece of first ðclass mail was accepted for 

mailing by the United States Postal Service.  

 

  (2) òFirst ðclass mail tracking method ó includes:  

 

   (i)  a certificate of mail; and  

 

   (ii)  an electronic mail tracking system used by the United 

States Postal Service.  

 

  (3) òFirst ðclass mail tracking method ó does not include a certificate 

of bulk mailing.  

 

 (n) (1) òForeign insurer ó means an insurer that is formed un der the laws 

of a jurisdiction other than this State.  

 

  (2) Unless the context requires otherwise, òforeign insurer ó includes 

an alien insurer.  

 

 (o) òFund producer ó means a licensed insurance producer, including a 

licensed indepen dent insurance producer, that has been assigned an authorization 

code by the Maryland Automobile Insurance Fund.  

 

 (p) (1) òHealth insurance ó means insurance of human beings against:  

 

   (i)  bodily injury, disablement, or death by accident or 

accidental means, or the expenses of bodily injury, disablement, or death by accident 

or accidental means;  

 

   (ii)  disablement or expenses resulting from sickness or 

childbirth; and  

 

   (iii)  expenses incurred in prevention of sickness or dental care.  

 

  (2) òHealth insurance ó includes:  

 

   (i)  accident insurance;  

 

   (ii)  disability insurance; and  

 

   (iii)  each insurance appertaining to health insurance.  
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  (3) òHealth insurance ó does not include workers õ compensation 

insuran ce. 

 

 (q) òIndependent insurance producer ó means an insurance producer:  

 

  (1) that is not owned or controlled by an insurer or group of insurers;  

 

  (2) the appointment of which does not prohibit the representation of 

more than one insurer or group of insurers; and  

 

  (3) the appointment of which provides that:  

 

   (i)  at termination, the records of the insurance producer 

remain the property of the insurance producer; and  

 

   (ii)  the insurance producer retains the use and control of all 

expira tions incurred during the period when the appointment was in effect.  

 

 (r)  òIndustrial life insurance ó means life insurance provided by an 

individual policy with the term òindustrial ó printed on the policy as part of the brief 

description required by § 16ð213 of this article, and under which premiums are 

payable monthly or more frequently, if the face amount of the insurance provided by 

the policy does not exceed $1,000. 

 

 (s) Except as expressly provided otherwise in this  article, òinsuranceó 

means a contract to indemnify or to pay or provide a specified or determinable amount 

or benefit on the occurrence of a determinable contingency.  

 

 (t)  (1) òInsurance businessó includes the transaction of:  

 

   (i)  all matters pertaining to an insurance contract, either 

before or after it takes effect; and  

 

   (ii)  all matters arising from an insurance contract or a claim 

under it.  

 

  (2) òInsurance businessó does not include pooling by public entitie s 

for selfðinsurance of casualty, property, or health risks.  

 

 (u) (1) òInsurance producer ó means a person that, for compensation, 

sells, solicits, or negotiates insurance contracts, including contracts for nonprofit 

health service plans,  dental plan organizations, and health maintenance 

organizations, or the renewal or continuance of these insurance contracts for:  
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   (i)  persons issuing the insurance contracts; or  

 

   (ii)  insureds or prospective insureds other than the insurance 

producer.  

 

  (2) òInsurance producer ó does not include:  

 

   (i)  an individual who performs clerical or similar office duties 

while employed by an insurance producer or insurer, including a clerical employee, 

other than a clerical employee of an insure r, who takes insurance information or 

receives premiums in the insurance producer õs office, if the employeeõs compensation 

does not vary with the number of applications or amount of premiums;  

 

   (ii)  a regular salaried officer or employee of a n insurer who 

gives help to or for a licensed insurance producer, if the officer or employee is not paid 

a commission or other compensation that depends directly on the amount of business 

obtained; or  

 

   (iii)  if not paid a commission, a person that obtai ns and 

forwards information for:  

 

    1. group insurance coverage;  

 

    2. enrolling individuals under group insurance 

coverage; 

 

    3. issuing certificates under group insurance coverage; 

or 

 

    4. otherwise assisting in administering group plans.  

 

 (v) òInsurer ó includes each person engaged as indemnitor, surety, or 

contractor in the business of entering into insurance contracts.  

 

 (w) òLicensed insurance producer ó means an insurance producer that has:  

 

  (1) obtained a license u nder Title 10, Subtitle 1 of this article; and  

 

  (2) in the case of an insurance producer that acts on behalf of an 

insurer other than the Maryland Automobile Insurance Fund, obtained an 

appointment under Title 10, Subtitle 1 of this article.  
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 (x) (1) òLife insurance ó means insurance for which the probabilities of 

the duration of human life or the rate of mortality are an element or condition of the 

insurance.  

 

  (2) òLife insurance ó includes the granting of:  

 

   (i)  endowment bene fits;  

 

   (ii)  additional benefits in the event of death by accident or 

accidental means;  

 

   (iii)  additional disability benefits in the event of 

dismemberment or loss of sight;  

 

   (iv)  additional disability benefits that operate to safeguard the 

contract from lapse or to provide a special surrender value, special benefit, or annuity 

in the event of total and permanent disability;  

 

   (v) benefits that provide payment or reimbursement for long ð

term home health care, or long ðterm care in a nurs ing home or other related 

institution;  

 

   (vi)  burial insurance;  

 

   (vii)  optional modes of settlement of proceeds of life insurance;  

 

   (viii)  additional benefits for a second opinion for specified health 

conditions; and  

 

   (ix)  additional benefits th at provide a lump ðsum benefit for a 

specified disease and that meet the requirements established by the Commissioner 

under § 15ð109 of this article.  

 

  (3) òLife insurance ó does not include workers õ compensation 

insurance . 

 

 (y) òLife insurer ó means an insurer in life insurance.  

 

 (z) (1) òMarine insurance ó includes:  

 

   (i)  insurance against loss or damage in connection with any 

risk of navigation, transit, or transportation, including war risks, m arine builder õs 

risks and personal property floater risks, to vessels, craft, aircraft, automobiles, 

trailers, or vehicles of any kind, as well as all goods, freight, cargoes, merchandise, 
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effects, disbursements, profits, money, bullion, precious sto nes, securities, choses in 

action, evidences of debt, valuable papers, bottomry and respondentia interests, and 

all other kinds of property and interests:  

 

    1. on or under water, on land, or in the air;  

 

    2. while being assembled, packed, crated, bal ed, 

compressed, or similarly prepared for shipment or while awaiting shipment; or  

 

    3. during any delay, storage, transshipment, or 

incidental reshipment;  

 

   (ii)  except as provided in paragraph (2) of this subsection, 

insurance against:  

 

    1. loss or damage to a person or property in connection 

with or as part of marine, inland marine, transit, or transportation insurance arising 

out of or in connection with the construction, repair, operation, maintenance, or use 

of the subject matter of the insuran ce; and 

 

    2. legal liability of the insured for loss of or damage to 

the person or property;  

 

   (iii)  insurance against loss or damage to precious stones, 

jewels, jewelry, gold, silver and other precious metals, whether used in business or 

trade or oth erwise or whether in course of transportation or otherwise;  

 

   (iv)  except as provided in paragraph (2) of this subsection, 

insurance against loss or damage to bridges, tunnels, other instrumentalities of 

transportation and communication, auxiliary facili ties and related equipment, piers, 

wharves, docks, slips, other aids to navigation and transportation, dry docks, and 

marine railways; and  

 

   (v) travel insurance, as defined in § 10ð101 of this article.  

 

  (2) òMarine insurance ó does not include:  

 

   (i)  life insurance, surety bonds, or insurance against loss 

because of bodily injury to a person arising out of ownership, maintenance, or use of 

an automobile, unless a part of travel insurance, as defined in § 10ð101 of thi s article; 

or 
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   (ii)  insurance against loss or damage to buildings that are 

instrumentalities of transportation and communication, their furniture and 

furnishings, and fixed contents and supplies stored in the buildings.  

 

 (aa) òMarine protection a nd indemnity insurance ó means insurance against, 

or against legal liability of the insured for, loss, damage, or expense arising out of or 

incident to the ownership, operation, chartering, maintenance, use, repair, or 

construction of a vessel, craft,  or instrumentality used in ocean or inland waterways, 

including legal liability of the insured for personal injury, illness, or death or for loss 

or damage to the property of another person.  

 

 (bb) òMutual insurer ó means an insurer that is inc orporated without capital 

stock and the governing body of which is elected in accordance with this article.  

 

 (cc) òNegotiateó means to confer directly with or offer advice directly to a 

purchaser or prospective purchaser of a particular contra ct of insurance concerning 

any of the substantive benefits, terms, or conditions of the contract, provided that the 

person engaged in that act either sells insurance or obtains insurance from insurers 

for purchasers.  

 

 (dd) òPersonó means an in dividual, receiver, trustee, guardian, personal 

representative, fiduciary, representative of any kind, partnership, firm, association, 

corporation, or other entity.  

 

 (ee) (1) òPolicyó means the written instrument in which an insurance 

contract  is set forth.  

 

  (2) òPolicyó includes all clauses, endorsements, riders, and other 

papers attached to or made part of the insurance contract.  

 

 (ff)  (1) òPremium ó means consideration for insurance.  

 

  (2) òPremium ó includes: 

 

   (i)  except as provided in paragraph (3) of this subsection, an 

assessment; and 

 

   (ii)  a membership fee, policy fee, survey fee, inspection fee, 

service fee, driving record report fee, accident history report fee, or other similar fee 

in consid eration for an insurance contract.  

 

  (3) òPremium ó does not include:  

 

   (i)  an assessment as described in § 9ð225 of this article; or  
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   (ii)  an assessment made under any State law that provides for 

insolvency protection or insura nce availability.  

 

 (gg) (1) òProperty insurance ó means insurance on real or personal 

property on land, in water, or in the air or an interest in real or personal property 

against loss or damage from any hazard or cause and against loss that is  

consequential to the loss or damage.  

 

  (2) òProperty insurance ó includes fire insurance, flood insurance, 

extended coverage insurance, homeowners insurance, farm owners insurance, allied 

lines insurance, earthquake insurance, growing crops in surance, aircraft physical 

damage insurance, automobile physical damage insurance, glass insurance, livestock 

insurance, and animal insurance.  

 

  (3) òProperty insurance ó does not include insurance against legal 

liability for loss or damage to real or personal property.  

 

 (hh)  òReciprocal insurance ó means insurance that arises from an exchange 

among subscribers of mutual agreements of indemnity and that is effected through 

an attorney in fact common to the subscribers.  

 

 (ii)  òReciprocal insurer ó means an unincorporated aggregation of 

subscribers that operate individually and collectively through an attorney in fact to 

provide reciprocal insurance.  

 

 (jj)  òReinsuranceó means a contract under which an insurer ob tains 

insurance for itself from another insurer for all or part of an insurance risk.  

 

 (kk)  òSelló means to exchange a contract of insurance by any means, for 

money or its equivalent, on behalf of an insurer.  

 

 (ll)  òSolicitó means to attempt to sell insurance or to ask or urge a person to 

apply for a particular kind of insurance from a particular insurer.  

 

 (mm) Except as otherwise expressly provided in this article, òstateó means: 

 

  (1) a state, possession, territory,  or commonwealth of the United 

States; or  

 

  (2) the District of Columbia.  

 

 (nn)  òStock insurer ó means an insurer that is incorporated with capital that 

is divided into shares and owned by its stockholders.  
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 (oo) òSurety insurance ó includes:  

 

  (1) fidelity insurance, which is insurance that guarantees the fidelity 

of persons that hold positions of public or private trust;  

 

  (2) insurance that guarantees the performance of contracts other 

than insurance contracts;  

 

  (3) insurance  that guarantees the execution of bonds, undertakings, 

and contracts of suretyship; and  

 

  (4) insurance that indemnifies banks, bankers, brokers, or financial 

corporations or associations against loss from any cause of bills of exchange, notes, 

bonds, securities, evidences of debt, deeds, mortgages, warehouse receipts, other 

valuable papers, documents, money, precious metals, articles made from precious 

metals, jewelry, watches, necklaces, bracelets, gems, and precious and semi ðprecious 

stones, inclu ding loss during transportation by messenger or in armored motor 

vehicles, but not against other risks of transportation or navigation, and insurance 

against loss or damage to a bank õs, bankerõs, brokerõs, or financial corporation õs or 

associationõs premises or furniture, fixtures, equipment, safes, and vaults on the 

premises caused by burglary, robbery, theft, vandalism, or malicious mischief, or 

attempted burglary, robbery, theft, vandalism, or malicious mischief.  

 

 (pp) òSurplus lines insurance ó means the full amount or kind of insurance 

needed to protect the interest of the insured that:  

 

  (1) cannot be obtained from an authorized insurer; or  

 

  (2) for the particular kind and class of insurance to provide cover age 

against liability of persons described in § 24ð206(1) of this article, cannot be obtained 

from three or more authorized insurers that write that kind and class of insurance 

on a broad basis. 

 

 (qq) òTitle insurance ó means insuran ce of owners of property or other 

persons that have an interest in the property against loss by encumbrance, defective 

title, invalidity of title, or adverse claim to title.  

 

 (rr)  òUnauthorized insurer ó means an insurer that does not hold a ce rtificate 

of authority.  

 

 (ss) òWet marine and transportation insurance ó means the part of marine 

insurance that includes only:  
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  (1) insurance of vessels, crafts, or hulls and interests in or related to 

them;  

 

  (2) insurance of marine builde rõs risks or marine war risks;  

 

  (3) marine protection and indemnity insurance;  

 

  (4) insurance of freights and disbursements pertaining to a subject of 

insurance under this subsection; and  

 

  (5) insurance of personal property and interests in per sonal property, 

in connection with any risk of navigation, transit, or transportation:  

 

   (i)  in the course of exportation from or importation into a 

country and in the course of transportation along a coast or on inland waters, 

including transportation b y land, water, or air from point of origin to final 

destination;  

 

   (ii)  while being prepared for and while awaiting shipment; and  

 

   (iii)  during any delay, storage, transshipment, or incidental 

reshipment.  

 

 (tt)  (1) òWholesale life insurance ó means life insurance that is:  

 

   (i)  distributed on a mass merchandising basis;  

 

   (ii)  administered by group methods provided, with or without 

evidence of insurability, by individual policies; and  

 

   (iii)  made available to employees or members und er a program, 

which also may provide coverage of dependents of the employees or members, 

sponsored by: 

 

    1. an employer or association of employers;  

 

    2. a union or association of unions;  

 

    3. an association of individuals who have the same 

occupation or profession;  

 

    4. an association of civil service employees;  
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    5. a religious, charitable, recreational, educational, 

civic, or fraternal organization or association;  

 

    6. a school; 

 

    7. a sports team;  

 

    8. a volunteer fire department ; or 

 

    9. a group approved by the Commissioner that has a 

common administrative capacity, is not organized primarily for the sale of insurance, 

and has sufficient numbers to allow for lower rates.  

 

  (2) òWholesale life insurance ó does not include a policy solely because 

the premium for the policy is paid by salary deduction, salary savings, payroll 

allotment, or similar arrangement.  

 

§1ð201. 

 

 A person that engages in or transacts insurance business in the State, or 

performs an ac t relative to a subject of insurance resident, located, or to be performed 

in the State, shall comply with each applicable provision of this article.  

 

§1ð202. 

 

 (a) This article does not apply to:  

 

  (1) a fraternal benefit society, except as pr ovided in Title 8, Subtitle 

4 of this article;  

 

  (2) a nonprofit health service plan, except as otherwise provided in 

this article;  

 

  (3) an organization that:  

 

   (i)  is organized and operated as a nonprofit organization 

exclusively for the purpose of h elping nonprofit educational or scientific institutions 

by issuing annuity contracts only to or for the benefit of those institutions or 

individuals serving those institutions;  

 

   (ii)  irrevocably appoints the Commissioner as attorney to 

receive service of process issued against it in the State so as to bind the organization 

and its successors and to remain in effect as long as there is in force in the State a 

contract or obligation arising from it;  



 

 - 13 - 

 

   (iii)  is legally organized and qualified to do busine ss and has 

been actively doing business under the laws of its state of domicile for at least 10 

years before July 1, 1977;  

 

   (iv)  files with the Commissioner a copy of any contract form 

issued to residents of this State;  

 

   (v) files with the Commission er on or before March 1 of each 

year:  

 

    1. a copy of its annual statement prepared under the 

laws of its state of domicile; and  

 

    2. any other financial material that the Commissioner 

requests; 

 

   (vi)  agrees to submit to periodic examinations as th e 

Commissioner considers necessary; and  

 

   (vii)  pays the premium tax imposed by Title 6 of this article on 

all premiums allocable to this State for life insurance and health insurance in effect 

for residents of this State;  

 

  (4) a voluntary noncontractu al religious publication arrangement 

that:  

 

   (i)  is a nonprofit religious organization for which the State 

may not be held in any way liable or responsible for any of its debts, claims, 

obligations, or liabilities;  

 

   (ii)  publishes a newsletter whose s ubscribers are limited to 

members of the same denomination or religion;  

 

   (iii)  acts as an organizational clearinghouse for information 

between subscribers who have medical costs and subscribers who choose to assist 

with those costs;  

 

   (iv)  matches subscribers with a willingness to pay and 

subscribers with present medical costs;  

 

   (v) coordinates payments directly from one subscriber to 

another;  
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   (vi)  suggests amounts to give that are voluntary among the 

subscribers, with no assumption of risk or p romise to pay either among the 

subscribers or between the subscribers and the organization;  

 

   (vii)  does not use a compensated insurance producer, 

representative, or other person to solicit or enroll subscribers;  

 

   (viii)  does not make a direct or indi rect representation that it is 

operating in a financially sound manner or that it has had a successful history of 

meeting subscribers õ medical costs; 

 

   (ix)  provides to each subscriber a written monthly statement 

listing both the total dollar amoun t of qualified medical costs submitted for 

publication and the amount actually published and assigned for payment;  

 

   (x) does not use funds paid by subscribers for medical costs to 

cover administrative costs;  

 

   (xi)  submits a registration statement, in cluding a copy of any 

application forms and guidelines, promotional, or informational material distributed 

by or on behalf of the arrangement, to the Secretary of State in accordance with the 

provisions of Title 6, Subtitle 4 of the Business Regulation Art icle; and  

 

   (xii)  provides the following verbatim written disclaimer as a 

separate cover sheet for any and all documents distributed by or on behalf of the 

exempt arrangement, including applications, guidelines, promotional, or 

informational material and  all periodic publications:  

 

òNotice  

 

 This publication is not issued by an insurance company nor is it offered 

through an insurance company. It does not guarantee or promise that your medical 

bills will be published or assigned to others for payment . No other subscriber will be 

compelled to contribute toward the cost of your medical bills. Therefore, this 

publication should never be considered a substitute for an insurance policy. This 

activity is not regulated by the State Insurance Administration, and your liabilities 

are not covered by the Life and Health Guaranty Fund. Whether or not you receive 

any payments for medical expenses and whether or not this entity continues to 

operate, you are always liable for any unpaid bills. ó; or 

 

  (5) except as provided in subsection (b) of this section, a self ðfunded 

student health plan operated by an independent institution of higher education, as 

defined in § 10ð101 of the Education Article, that provides health care services to its 

students and their dependents if the institution files on July 1 each year, for the 
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student health plan that will be offered to students for the upcoming school year, a 

report with the Commissioner certifying under penalties of perjury that:  

 

   (i)  the student  health plan satisfies any applicable minimum 

essential coverage standards under federal law;  

 

   (ii)  the institution pledges assets sufficient to support the 

liabilities of the student health plan;  

 

   (iii)  the institution demonstrates an ability to ope rate the 

student health plan in a sound manner by having operated an employer ðsponsored 

plan, as defined in § 15ð1401 of this article, in the prior calendar year with at least 

10,000 enrollees, including employees and their dependents;  

 

   (iv)  the institution maintains at least an AA bond rating by one 

of the major credit rating agencies; and  

 

   (v) the institution operates the student health plan in 

compliance with Title 15, Subtitles 10A and 10D of this article.  

 

 (b) Title 15, Subtitle s 10A and 10D of this article apply to a self ðfunded 

student health plan operated by an independent institution of higher education, as 

defined in § 10ð101 of the Education Article, that provides health care services to its 

students and th eir dependents.  

 

§1ð203. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òCertificate of guarantee ó means an instrument that is issued:  

 

   (i)  by a nonprofit association of contractors, or its wholl y 

owned subsidiary that is approved to operate by Calvert County, Charles County, 

Howard County, Prince George õs County, Montgomery County, St. Mary õs County, or 

Washington County, as appropriate; and  

 

   (ii)  on behalf of a contractor for the purpose of satisfying:  

 

    1. county bond requirements for public improvements; 

or 

 

    2. other county bond requirements.  
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  (3) òContractor ó means a person that, for a fixed price, commission, 

fee, or percentage, undertakes to bid on or acce pts or offers to accept orders or 

contracts to perform or supervise the construction, improvement, or maintenance of 

a building, structure, or road.  

 

 (b) This article does not apply to a certificate of guarantee.  

 

 (c) Calvert County, Charles County, Howa rd County, Montgomery County, 

Prince Georgeõs County, St. Mary õs County, and Washington County:  

 

  (1) may honor certificates of guarantee; but  

 

  (2) are not required under this article to honor certificates of 

guarantee.  

 

§1ð203.1. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) (i)  òUtility provider ó means: 

 

    1. a public or private provider of electricity, gas, water, 

wastewater, solid waste collection, or similar service; or  

 

    2. a provider of communications services involving the 

transmission, conveyance, or routing of voice, data, audio, video, or any other 

information or signals, to a point, or between or among points, by or through an 

electronic, radio, satellite, cable, optic al, microwave, or other medium or method in 

existence now or in the future, regardless of the protocol used for transmission.  

 

   (ii)  òUtility provider ó includes cable service, Internet access 

service, voice over Internet service, telephone or  wireless telephone service, and other 

similar providers.  

 

  (3) òWaiver of customer liability ó means an optional agreement:  

 

   (i)  between a utility provider and a customer of the utility 

provider;  

 

   (ii)  that is contained in:  

 

    1. the agreement under which the utility provider 

provides services to the customer; or  
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    2. a separate agreement between the utility provider 

and the customer; and  

 

   (iii)  under which the utility provider agrees, in return for a 

specified charge payable by t he customer to the utility provider, to waive all or part 

of the customerõs liability to the utility provider for incurred charges during a defined 

period in the event of any of the following qualifying events or conditions involving 

the customer:  

 

    1. call to active military service;  

 

    2. involuntary unemployment;  

 

    3. death;  

 

    4. disability;  

 

    5. hospitalization;  

 

    6. marriage;  

 

    7. divorce; 

 

    8. evacuation;  

 

    9. displacement due to natural disaster or other cause;  

 

    10. qualification for family leave; or  

 

    11. any other similar event or condition.  

 

 (b) Notwithstanding any provision of this article to the contrary, a waiver 

of customer liability is not considered insurance for purposes of this article.  

 

§1ð204. 

 

 Except for provisions governing the reporting and investigation of workers õ 

compensation insurance fraud claims under § 2ð201, Title 2, Subtitle 4, and Title 27, 

Subtitles 4 and 8 of this article, for the purpose of workers õ compensation insurance, 

this article does not apply to an employer who:  

 

  (1) participates in a governmental self ðinsurance group under § 9ð

404 of the Labor and Employment Article; or  
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  (2) selfðinsures under § 9ð405 of the Labor and Employment Article.  

 

§1ð205. 

 

 (a) A county or municipal corporation of the State may not:  

 

  (1) require an insurer, insurance producer, adjuster, public adjuster, 

or advisor to obtain a local certificate of authority or certifica te of qualification to 

transact insurance business in that county or municipal corporation; or  

 

  (2) impose a local occupational tax or fee for transacting insurance 

business. 

 

 (b) This section does not preempt or prevent the taxation and regulation of 

persons engaged in the bail bond business other than corporate sureties and their 

insurance producers that are required to be licensed under this article.  

 

§1ð206. 

 

 The provisions of this article supersede any inconsistent provisions of any 

other part of the Code.  

 

§1ð207. 

 

 A provision of this article that relates to a particular kind of insurance, 

particular type of insurer, or particular matter prevails over a provision that relates 

to insurance in general, insurers in general, or t hat matter in general.  

 

§1ð208. 

 

 A requirement in this article that a document be under oath means that the 

document shall be supported by:  

 

   (1) a written statement signed by the individual making it in which 

the individual solemnly affirms under the penalties of perjury that the contents of 

the document are true to the best of the individual õs knowledge, information, and 

belief; or  

 

  (2) a certification of an officer authorized to administer an oath that 

a named individual made oath t hat the contents of the document are true to the best 

of the individual õs knowledge, information, and belief.  

 

§1ð301. 
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 In addition to any administrative penalty otherwise applicable, a person that 

willfully violates any provision of this  article, with respect to which a greater penalty 

is not provided by other applicable State law, is guilty of a misdemeanor and on 

conviction is subject to a fine not exceeding $100,000.  

 

§2ð101. 

 

 (a) (1) There is a Maryland Insurance Administr ation.  

 

  (2) The Administration is an independent unit of the State 

government.  

 

 (b) The head of the Administration is the Maryland Insurance 

Commissioner.  

 

 (c) The Commissioner shall control and supervise the Administration.  

 

§2ð102. 

 

 (a) (1) The Commissioner shall establish divisions or sections in the 

Administration, along the following lines of responsibility:  

 

   (i)  life insurance and health insurance;  

 

   (ii)  property insurance and casualty insurance;  

 

   (iii)  audit and examination;  

 

   (iv)  insurance professions;  

 

   (v) consumer affairs; and  

 

   (vi)  insurance fraud.  

 

  (2) The Commissioner may:  

 

   (i)  establish other areas of responsibility in the 

Administration; and  

 

   (ii)  reorganize or abolish areas of responsibility as necess ary 

to fulfill effectively the duties of the Commissioner.  

 

 (b) The Commissioner shall report to the General Assembly about:  
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  (1) the initial organizational structure of the Administration; and  

 

  (2) any substantial changes in organizational structure.  

 

 (c) The organization of each division shall be according to functional area 

and shall be designed for efficiency, service to the public, and effective regulation.  

 

§2ð103. 

 

 (a) (1) The Governor shall appoint the Commissioner with the advice 

and consent of the Senate.  

 

  (2) The Commissioner shall serve for a term of 4 years.  

 

  (3) The Commissioner is directly responsible to the Governor.  

 

  (4) The Commissioner shall counsel and advise the Governor on all 

matters assigned to the Administrati on. 

 

  (5) The Commissioner may be removed by the Governor for:  

 

   (i)  malfeasance; 

 

   (ii)  incompetence; or  

 

   (iii)  failure to carry out the duties of office in a manner 

consistent with the regulatory purpose and requirements of this article.  

 

 (b) (1) The Commissioner is responsible for the operation of the 

Administration.  

 

  (2) The Commissioner shall:  

 

   (i)  exercise the powers and perform the duties of the 

Administration under this article;  

 

   (ii)  organize the Administration to function efficien tly and to 

serve the public; and  

 

   (iii)  establish, in the Administration, the units necessary for 

the exercise of the powers and performance of the duties of the Administration.  

 

 (c) The Commissioner shall devote full time to the duties of office.  
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 (d) The Commissioner is in the executive service of the State Personnel 

Management System and is entitled to compensation under the Executive Pay Plan 

in accordance with the State budget.  

 

 (e) The Commissioner shall be covered by a surety bond in the form a nd 

amount required by law.  

 

 (f) (1) The Commissioner shall have a seal of office in the form approved 

by the Governor.  

 

  (2) The impression and description of the seal shall be filed with the 

Secretary of State.  

 

§2ð104. 

 

 (a) (1) Subject to t he approval of the Governor, the Commissioner shall 

appoint a Deputy Commissioner.  

 

  (2) The Deputy Commissioner is in the executive service of the State 

Personnel Management System and is entitled to compensation in accordance with 

the State budget.  

 

  (3) The Deputy Commissioner shall be covered by a surety bond in 

the form and amount required by law.  

 

  (4) The Deputy Commissioner shall exercise the powers and perform 

the duties vested by law in the Commissioner:  

 

   (i)  if the office of the Commissione r is vacant; or  

 

   (ii)  if for any reason the Commissioner is absent or unable to 

exercise the powers and perform the duties of office.  

 

 (b) The Commissioner may appoint employees to head divisions or sections 

established under § 2-102 of this subti tle or for any special purpose that the 

Commissioner designates.  

 

 (c) (1) The Commissioner shall appoint an actuary.  

 

  (2) The Commissioner may appoint assistant actuaries.  

 

  (3) The actuary and assistant actuaries shall:  

 

   (i)  perform the actuarial d uties of the Administration;  
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   (ii)  examine or help to examine insurers; and  

 

   (iii)  perform any other duties that the Commissioner assigns.  

 

 (d) (1) The Commissioner shall appoint a chief examiner.  

 

  (2) The Commissioner may appoint assistant examin ers. 

 

  (3) The chief examiner and assistant examiners shall examine or 

help to examine insurers and other persons subject to examination under this article.  

 

 (e) (1) The Commissioner shall appoint an auditor and examiner for the 

Administration.  

 

  (2) The auditor and examiner shall:  

 

   (i)  examine and audit the annual statements of all authorized 

insurers;  

 

   (ii)  examine and audit the books, accounts, and affairs of the 

Administration; and  

 

   (iii)  perform any other auditing that the Commissioner dire cts. 

 

 (f) (1) The Commissioner may appoint investigators, accountants, and 

statisticians.  

 

  (2) As directed by the Commissioner, the investigators shall 

investigate, in the State, violations or alleged violations of this article, including 

insurance frau d as defined in § 27-801 of this article.  

 

 (g) (1) The Administration shall be represented by the Office of the 

Attorney General.  

 

  (2) The Administration shall have:  

 

   (i)  a principal counsel who is an assistant Attorney General; 

and 

 

   (ii)  other assistant Attorneys General, including assistant 

Attorneys General specifically assigned to the Fraud Division, as provided by the 

State budget.  
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  (3) The Commissioner may employ on a full -time basis other 

attorneys at law as the Commissioner considers  necessary. 

 

 (h) The Commissioner may appoint any other assistants and clerks that are 

necessary to help the Commissioner in performing the duties of the Commissioner 

under this article.  

 

 (i)  The Commissioner may procure, on a fee or part -time basis or b oth, 

actuarial, legal, technical, or other professional services, including the services of 

independent review organizations and medical experts.  

 

 (j) (1) Subject to approval by the Board of Public Works under the State 

Finance and Procurement Article, th e Commissioner may enter into contracts for 

performance of licensing services under this article with persons that are not 

governmental entities.  

 

  (2) A contract authorized under this subsection:  

 

   (i)  shall specify the amount of any administrative cha rge 

required under this subsection and the manner in which the charge will be collected;  

 

   (ii)  shall limit the administrative charge to the cost to the 

contractor of providing the service specified by the contract; and  

 

   (iii)  may require the contract or to collect any fees required 

under this article and remit them to the General Fund of the State.  

 

  (3) The Commissioner may require an amount equivalent to the 

administrative cost of providing licensing services to be paid directly to a contractor 

by any person who is an applicant for a certificate of authority or certificate of 

qualification issued by the Commissioner or any insurer, health maintenance 

organization, nonprofit health service plan, fraternal benefit society, the Maryland 

Automobile Insur ance Fund, or other entity operating in this State under a certificate 

of authority issued by the Commissioner.  

 

 (k)  The Commissioner shall appoint or contract with a physician and may 

appoint or contract with other health care providers for the purpose o f assisting the 

Commissioner in performing those duties of the Commissioner that relate to the 

regulation of health insurance and health maintenance organizations.  

 

§2ð105. 

 

 (a) In this section, òSecretaryó means the Secretary of Bu dget and 

Management.  
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 (b) All employees of the Administration that serve in a management, 

professional, or technical capacity are in the executive service, management service, 

or are special appointments in the State Personnel Management System and serve 

at the pleasure of the Commissioner.  

 

 (c) In accordance with the State budget, the Commissioner may set the 

compensation of an employee under subsection (b) of this section in a position that:  

 

  (1) is unique to the Administration;  

 

  (2) requires specif ic skills or experience to perform the duties of the 

position; and  

 

  (3) does not require the employee to perform functions that are 

comparable to functions performed in other units of the Executive Branch of State 

government.  

 

 (d) The Secretary, in cons ultation with the Commissioner, shall determine 

the positions for which the Commissioner may set compensation under subsection (c) 

of this section.  

 

 (e) (1) At least 45 days before the effective date of the change, the 

Commissioner shall submit to the Sec retary each change to salary plans that involves 

increases or decreases in salary ranges other than those associated with routine 

reclassifications and promotions or general salary increases approved by the General 

Assembly.  

 

  (2) Reportable changes inclu de creation or abolition of classes, 

regrading the classes from one established range to another, or creation of new pay 

schedules or ranges. 

 

  (3) The Secretary shall:  

 

   (i)  review the proposed changes; and  

 

   (ii)  at least 15 days before the effectiv e date of the proposed 

changes, advise the Commissioner whether the changes would have an adverse effect 

on comparable State jobs.  

 

  (4) Failure of the Secretary to respond in a timely manner is not 

considered a statement of adverse effect.  

 

§2ð106. 
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 Except as otherwise provided by law, all skilled service employees of the 

Administration shall be appointed and removed by the Commissioner in accordance 

with the provisions of Division I of the State Personnel and Pensions Article that 

govern skil led service employees. 

 

§2ð107. 

 

 (a) Except as provided in subsection (b) of this section, the Commissioner or 

a deputy, examiner, assistant, or employee of the Commissioner may not be 

financially interested in an insurer, insurance agency, or insurance transaction, other 

than as a policyholder or claimant under a policy.  

 

 (b) The Commissioner may employ or retain an actuary, attorney, or other 

technician who is similarly employed or retained by insurers or other persons if the 

individual:  

 

  (1) is independently practicing the profession of the individual; and  

 

  (2) does not have a conflict of interest in the matter for which the 

individual is employed or retained.  

 

§2ð108. 

 

 In addition to any powers and duties set forth elsewhere by the laws of the 

State, the Commissioner:  

 

   (1) has the powers and authority expressly conferred on the 

Commissioner by or reasonably implied from this article;  

 

  (2) shall enforce this article;  

 

  (3) shall perform the duties imposed on the Commissio ner by this 

article; and  

 

  (4) in addition to examinations and investigations expressly 

authorized, may conduct examinations and investigations of insurance matters as 

necessary to fulfill the purposes of this article.  

 

§2ð109. 

 

 (a) The Commis sioner may adopt regulations to:  

 

  (1) carry out this article;  
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  (2) establish, maintain, and administer reserves under Title 3, 

Subtitle 2A of the Courts Article; and  

 

  (3) regulate the solicitation by a domestic stock insurer or other 

person of proxie s, consents, and authorizations with respect to equity securities of the 

domestic stock insurer.  

 

 (b) (1) The Commissioner shall:  

 

   (i)  compile and keep in the office of the Commissioner a set of 

current regulations adopted under this article; and  

 

   (ii)  make a copy of the regulations for anyone who asks for one.  

 

  (2) The Commissioner may set a fee to cover the cost of making and 

mailing a copy of the current regulations.  

 

 (c) (1) By regulation, the Commissioner shall establish or direct the 

establi shment of a toll -free telephone number to help consumers with and educate 

consumers about the purchase of private passenger automobile insurance.  

 

  (2) The Commissioner:  

 

   (i)  may not recommend specific insurers or insurance 

producers; but  

 

   (ii)  may provide to callers educational material, including a 

rate guide and a list of insurers and insurance producers.  

 

 (d) (1) By regulation, the Commissioner shall establish standards 

governing the privacy of consumer financial and health information pursuant to Title 

V of the Federal Financial Services Modernization Act of 1999 (Public Law 106 -102). 

 

  (2) The regulations shall be consistent with the provisions of the 

model regulation adopted by the National Association of Insurance Commissioners 

entitled òPrivacy of Consumer Financial and Health Information Regulation ó. 

 

 (e) By regulation, the Commissioner shall establish criteria and a process 

to allow an individual who is otherwise prohibited from engaging in or participating 

in the business of insurance under the Federal Violent Crime Control and Law 

Enforcement Act of 1994 (Public Law 103 -322) to obtain written consent from the 

Commissioner to engage in or participate in the business of insurance under the 

federal Act.  
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 (f) In addition to any other penalty provided, a person that willfully violates 

a regulation adopted under this article is subject to any applicable penalty under this 

article for violation of the provision to which the regulation relates.  

 

§2ð110. 

 

 (a) No later than  December 31 of each year, the Commissioner shall prepare 

an annual report about the previous fiscal year that includes:  

 

  (1) a list of the authorized insurers transacting insurance business 

in the State, with any summary of their financial statements th at the Commissioner 

considers appropriate;  

 

  (2) the name of each insurer whose business was closed during the 

year, the cause of the closure, and the amount of assets and liabilities of the insurer 

that is ascertainable;  

 

  (3) the name of each insurer a gainst whom delinquency or similar 

proceedings were initiated, a concise statement of facts about each delinquency or 

similar proceeding, and the status of each proceeding;  

 

  (4) a list of the rulings and decisions made in cases before the 

Administration during the year;  

 

  (5) a statement of all fees, taxes, and administrative fines and 

penalties received by the Commissioner and deposited into the General Fund of the 

State;  

 

  (6) the ratio of complaints filed during the calendar year against each 

insurer  for each major line of insurance written by the insurer and a summary of the 

resolution of the complaints;  

 

  (7) recommendations of the Commissioner about changes in the laws 

affecting insurance and about matters affecting the Administration;  

 

  (8) info rmation about the operation of the Fraud Division, including:  

 

   (i)  the number of complaints received that relate to insurance 

fraud, the nature of the complaints, and the resolution of the complaints;  

 

   (ii)  the number of complaints and cases referred  to a Stateõs 

Attorney and the resolution of the complaints or cases;  
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   (iii)  the number of complaints and cases referred to the Office 

of the Attorney General and the resolution of the complaints or cases;  

 

   (iv)  the number of calls made to the insurance fraud hot line;  

 

   (v) the number of complaints received from persons regulated 

by the Commissioner;  

 

   (vi)  the number of cases received from the Workers õ 

Compensation Commission under § 9-310.2 of the Labor and Employment Article a nd 

the resolution of the cases;  

 

   (vii)  the total number of cases, by type of insurance fraud; and  

 

   (viii)  the number and percentage of cases that result in the 

imposition of civil or criminal penalties;  

 

  (9) a list of all staff positions, classific ations, and salaries in the 

Administration as of the end of the preceding calendar year; and  

 

  (10) any other relevant information that the Commissioner considers 

proper.  

 

 (b) (1) At least once every 5 years after December 1, 1995, the 

Commissioner shall  prepare a report recommending any changes that the 

Commissioner considers appropriate under §§ 4-104 and 4-105 of this article.  

 

  (2) When required, the report described in paragraph (1) of this 

subsection may be prepared with the annual report  required by subsection (a) of this 

section. 

 

 (c) Reports required under subsection (a) or (b) of this section shall be 

submitted to the Governor and, subject to § 2-1246 of the State Government Article, 

the General Assembly.  

 

§2ð111. 

 

 (a) The Commissioner shall keep records of official transactions, 

examinations, investigations, and proceedings of the Commissioner.  

 

 (b) Except as otherwise provided in this article for particular records or 

insurance filings, the records of the Commission er and insurance filings in the office 

of the Commissioner are open to public inspection.  
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 (c) (1) On request, the Commissioner shall provide a certificate under 

seal as to the authority of any person to transact insurance business.  

 

  (2) The certificate  of the Commissioner under seal is evidence of the 

facts contained in it.  

 

§2ð112. 

 

 (a) Fees for the following certificates, licenses, permits, and services shall 

be collected in advance by the Commissioner, and shall be paid by the appropriate  

persons, including health maintenance organizations, to the Commissioner:  

 

  (1) fees for certificates of authority:  

 

   (i)  application fee for initial certificate of authority, including 

filing the application, articles of incorporation and other charte r documents, except 

as provided in item (2) of this subsection, bylaws, financial statement, examination 

report, power of attorney to the Commissioner, and all other documents and filings 

in connection with the application  ....................................................................... $1,000 

 

   (ii)  fee for initial certificate of authority  ............................ $200 

 

   (iii)  fee for annual renewal of certificate of authority for all 

foreign insurers and for domestic insurers with their home or executive office in the 

State......................................... ..................................................................................$500 

 

   (iv)  fee for annual renewal of certificate of authority for 

domestic insurers with their home or executive office outside the State, except those 

domestic insurers t hat had their home or executive office outside the State before 

January 1, 1929:  

 

    1. with premiums written in the most recent calendar 

year not exceeding $500,000.................................................................................. $2,500  

 

    2. with premiums written in the most recent calendar 

year not exceeding $1,000,000............................................................................... $5,000  

 

    3. with premiums written in the most recent calendar 

year not exceeding $2,00 0,000............................................................................... $7,000 

 

    4. with premiums written in the most recent calendar 

year not exceeding $5,000,000............................................................................. .. $9,000 
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    5. with premiums written in the most recent calendar 

year of more than $5,000,000.............................................................................. $11,000  

 

   (v) reinstatement of certificate of authority  ...................... $500 

 

  (2) fees for articles of incorporation of a domestic insurer or foreign 

insurer, exclusive of fees required to be paid to the Department of Assessments and 

Taxation:  

 

   (i)  fee for filing the articles of incorporation with the 

Commissioner for approval  ....................................................................................... $25 

 

   (ii)  fee for amendment of the articles of incorporation  ........ $10 

 

  (3) fees for filing bylaws or amendments to bylaws with the 

Commissioner........................................................................................... ...................$10 

 

  (4) fees for certificates of qualification:  

 

   (i)  application fee  ................................................................. $25 

 

   (ii)  managing general agent certificate of qualification:  

 

    1. fee for initial certificate  ........................................ $30 

 

    2. annual renewal fee  ............................................... $30 

 

   (iii)  surplus lines broker certificate of qualification:  

 

    1. fee for initial certificate within 1 year of 

renewal...................................................................................................................... .$100 

 

    2. fee for initial certificate over 1 year from 

renewal...................................................................................................................... .$100 

 

    3. biennial renewal fee  ........................................... $200 

 

  (5) fee for tempora ry insurance producer licenses and 

appointments...............................................................................................................$2 7 

 

  (6) fees for licenses and permits:  

 

   (i)  public adjuster license:  
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    1. fee for initial  license within 1 year of renewal  .... $25 

 

    2. fee for initial license over 1 year from renewal  ... $50 

 

    3. biennial renewal fee  ............................................. $50 

 

   (ii)  adviser license:  

 

    1. fee for initial license within 1 year of renewal  .. $100 

 

    2. fee for initial license over 1 year from renewal  . $200 

 

    3. biennial renewal fee  ........................................... $200 

 

   (iii)  insurance producer license:  

 

    1. fee for initial license  ............................................. $54 

 

    2. biennial renewal fee  ............................................. $54 

 

   (iv)  SHOP Exchange navigator license:  

 

    1. fee for initial license  ............................................. $54 

 

    2. biennial renewal fee  ............................................. $54 

 

    3. fee for reinstatement of license  .......................... $100 

 

   (v) SHOP Exchange enrollment permit:  

 

    1. fee for initial permit  ............................................. $54 

 

    2. biennial renewal fee  ............................................. $54 

 

    3. fee for reinstatement of permit  .......................... $100 

 

   (vi)  application fee  ................................................................. $25 

 

  (7) fee for each insurance vending machine license, for each ma chine, 

every second year $50 

 

  (8) fees for approval as a surplus lines insurer:  

 

   (i)  fee for initial approval  ............................................... $1,000 
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   (ii)  annual renewal fee  ..................................................... $1,000 

 

  (9) fees for eligibility as an accredited or certified re insurer:  

 

   (i)  fee for initial eligibility  .............................................. $1,000 

 

   (ii)  annual fee for continued eligibility  ........................... $1,000 

 

  (10) fees for required filings, including form and rate filings, under 

Title 11, Subtitles 2 through 4, Title 26, §§ 12ð203, 13ð110, 14ð126, and 27ð613 of 

this article, and § 15ð311.2 of the Transportation Article éééééééééé $125 

 

  (11) service of legal process fee under §§ 3ð318(e), 3ð319(d), and 4ð107 

of this article and § 19ð708(b)(12) of the Health ð General Article ééé..ééé $15 

 

  (12) annual fee for registration of an obligor under § 15ð311.2 of the 

Transportation Article éééééééééééééééééé.ééééé..éé..$25 

 

  (13) fees for required filings under § 15ð143 of this 

articleééééééééééééééééééééééééééééééééé.. $125 

 

 (b) A court may award reimbursement of a service of process fee imposed 

under subsection (a)(10) of this section to a prevailing plaintiff in any proceed ing 

against an insurer, surplus lines broker, or health maintenance organization.  

 

§2ð112.2. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òCarrier ó means a person that offers a health benefit plan  and is:  

 

   (i)  an authorized insurer that provides health insurance in 

the State;  

 

   (ii)  a nonprofit health service plan;  

 

   (iii)  a health maintenance organization;  

 

   (iv)  a dental plan organization; or  

 

   (v) except for a managed care organizatio n as defined in Title 

15, Subtitle 1 of the Health - General Article, any other person that provides health 

benefit plans subject to regulation by the State.  
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  (3) (i)  òHealth benefit plan ó means: 

 

    1. a hospital or medical policy, contract , or certificate, 

including those issued under multiple employer trusts or associations;  

 

    2. a hospital or medical policy, contract, or certificate 

issued by a nonprofit health service plan;  

 

    3. a health maintenance organization contract; or  

 

    4. a dental plan.  

 

   (ii)  òHealth benefit plan ó does not include one or more, or any 

combination of the following:  

 

    1. long-term care insurance;  

 

    2. disability insurance;  

 

    3. accidental travel and accidental death and 

dismemberment insurance;  

 

    4. credit health insurance;  

 

    5. any insurance, medical policy, or certificate for 

which payment of benefits is conditioned on a determination of medical necessity 

made solely by the treating health care provider not acting on behalf of the carrier;  

 

    6. any other insurance, medical policy, or certificate for 

which payment of benefits is not conditioned on a determination of medical necessity; 

or 

 

    7. a health benefit plan issued by a managed care 

organization, as defined in Title 1 5, Subtitle 1 of the Health - General Article.  

 

  (4) (i)  òPremium ó has the meaning stated in § 1-101 of this article 

to the extent it is allocable to health insurance policies or contracts issued or delivered 

in this State.  

 

   (ii)  òPremium ó includes any amounts paid to a health 

maintenance organization as compensation for providing to members and subscribers 

the services specified in Title 19, Subtitle 7 of the Health - General Article to the 

extent the amounts are allocable to this State.  
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 (b) The Commissioner shall:  

 

  (1) collect a health care regulatory assessment from each carrier for 

the costs attributable to the implementation of § 2-303.1 of this title and Title 15, 

Subtitles 10A, 10B, and 10C of this article; an d 

 

  (2) deposit the amounts collected under paragraph (1) of this 

subsection into the Health Care Regulatory Fund established in § 2-112.3 of this 

subtitle.  

 

 (c) The health care regulatory assessment that is payable by each carrier 

shall be calculat ed by taking the total costs under subsection (b)(1) of this section 

multiplied by the percentage of gross direct health insurance premiums written in 

the State attributable to that carrier in the prior calendar year.  

 

§2ð112.3. 

 

 (a) In this se ction, òFundó means the Health Care Regulatory Fund.  

 

 (b) There is a Health Care Regulatory Fund.  

 

 (c) The purpose of the Fund is to pay all costs and expenses incurred by the 

Administration related to the implementation of § 2-303.1 of this title and Title 15, 

Subtitles 10A, 10B, and 10C of this article.  

 

 (d) The Fund shall consist of:  

 

  (1) all revenue deposited into the Fund that is received through the 

imposition and collection of the health care regulatory assessment under § 2-112.2 of 

this subtitle; and  

 

  (2) income from investments that the State Treasurer makes for the 

Fund.  

 

 (e) (1) Expenditures from the Fund to cover the costs and expenses for 

the implementation of § 2-303.1 of this title and Title 15, Subtitles 10A , 10B, and 10C 

of this article may only be made:  

 

   (i)  with an appropriation from the Fund approved by the 

General Assembly in the annual State budget; or  

 

   (ii)  by the budget amendment procedure provided for in § 7-

209 of the State Finance and Pr ocurement Article.  
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  (2) (i)  If, in any given fiscal year, the amount of the health care 

regulatory assessment revenue collected by the Commissioner and deposited into the 

Fund exceeds the actual expenditures incurred by the Administration for the 

impleme ntation of § 2-303.1 of this title and Title 15, Subtitles 10A, 10B, and 10C of 

this article, the excess amount shall be carried forward within the Fund for the 

purpose of reducing the assessment imposed by the Administration for the following 

fiscal year. 

 

   (ii)  If, in any given fiscal year, the amount of the health care 

regulatory assessment revenue collected by the Commissioner and deposited into the 

Fund is insufficient to cover the actual expenditures incurred by the Administration 

to implement § 2-303.1 of this title and Title 15, Subtitles 10A, 10B, and 10C of this 

article because of an unforeseen emergency and expenditures are made in accordance 

with the budget amendment procedure provided for in § 7-209 of the State Finance 

and Procurement Article, an additional health care regulatory assessment may be 

made. 

 

 (f) (1) The State Treasurer is the custodian of the Fund.  

 

  (2) The Fund shall be invested and reinvested in the same manner 

as State funds.  

 

  (3) The State Treasurer shall d eposit payments received from the 

Commissioner into the Fund.  

 

 (g) (1) The Fund is a continuing, nonlapsing fund and is not subject to § 

7-302 of the State Finance and Procurement Article, and may not be deemed a part 

of the General Fund of the State . 

 

  (2) No part of the Fund may revert or be credited to:  

 

   (i)  the General Fund of the State; or  

 

   (ii)  a special fund of the State, unless otherwise provided by 

law.  

 

§2ð113. 

 

 (a) Subject to the approval of the Treasurer, the Commissione r may provide 

by regulation for the payment of unpaid premium taxes or fees owed by an insurer in 

funds that are immediately available to the State on the date that the payment is due 

if the total of the unpaid premium taxes or fees is at least $20,000.  
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 (b) Any regulations adopted under this section shall establish a suitable 

means for payment in immediately available funds to ensure the availability of those 

funds to the State on the date that payment is due.  

 

§2ð114. 

 

 (a) The following money  shall be considered general funds of the State:  

 

  (1) except as provided under § 6ð107 of this article, revenue received 

under Title 6, Subtitle 1 of this article;  

 

  (2) all revenue received under §§ 3ð324, 4ð209, 6ð303, and 6ð304 of 

this article; and  

 

  (3) all penalties imposed by the Commissioner, including the 

following penalties imposed under:  

 

   (i)  §§ 4ð113(d), 4ð212, 10ð126(c), 11ð232, 14ð140, 23ð208, 

23ð506, 26ð502, 27ð305, and 27ð408 of this article; and  

 

   (ii)  § 19ð730 of the Health ð General Article.  

 

 (b) The following money may not be considered general funds of the State 

and shall be deposited into the Insur ance Regulation Fund established under Subtitle 

5 of this title:  

 

  (1) all revenue received through the imposition and collection of the 

assessment fee under Subtitle 5 of this title;  

 

  (2) all revenue received through the imposition and collection of th e 

fees set forth in § 2ð112 of this subtitle;  

 

  (3) all revenue received through the imposition and collection of the 

fraud prevention fee under Title 6, Subtitle 2 of this article;  

 

  (4) all revenue received through the collection of examinat ion 

expenses under § 2ð208 of this title;  

 

  (5) except as provided under subsection (a) of this section, all other 

fees received through the imposition and collection of fees set forth in this article; and  

 

  (6) income from investments that th e State Treasurer makes for the 

Insurance Regulation Fund.  
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§2ð115. 

 

 (a) The Commissioner shall adopt regulations that may be applied when:  

 

  (1) the Governor has declared a state of emergency for the State or 

an area within the State under § 14ð107 of the Public Safety Article; or  

 

  (2) the President of the United States has issued a major disaster or 

emergency declaration for the State or an area within the State under the federal 

Stafford Act.  

 

 (b) The regulations may:  

 

  (1) apply to any person regulated by the Commissioner under this 

article or Title 19, Subtitle 7 of the Health ð General Article; and  

 

  (2) address: 

 

   (i)  submission of claims or proof of loss;  

 

   (ii)  grace periods for payment of premiums and performa nce of 

other duties by insureds;  

 

   (iii)  temporary postponement of cancellations, nonrenewals, 

premium increases, or policy modifications;  

 

   (iv)  procedures for obtaining nonelective health care services;  

 

   (v) time restrictions for filling or refill ing prescription drugs;  

 

   (vi)  time frames applicable to an action by the Commissioner 

under this article; and  

 

   (vii)  any other activity necessary to protect the residents of the 

State.  

 

 (c) (1) To activate a regulation adopted under this section, th e 

Commissioner shall issue a bulletin specifying:  

 

   (i)  that the regulation is activated;  

 

   (ii)  the line or lines of business to which the regulation applies;  

 

   (iii)  the geographic areas to which the regulation applies; and  
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   (iv)  the period of t ime for which the regulation applies.  

 

  (2) A regulation activated under paragraph (1) of this subsection may 

not apply beyond the duration of, or the geographical area included within, the 

Governorõs or Presidentõs declaration of a state of e mergency or disaster.  

 

  (3) The Commissioner:  

 

   (i)  shall provide a copy of the bulletin to the emergency 

contact designated by the person subject to the bulletin; and  

 

   (ii)  may post a copy of the bulletin on the Administration õs Web 

site.  

 

§2ð201. 

 

 (a) The Commissioner may bring an action in a court of competent 

jurisdiction to enforce this article or an order issued by the Commissioner under this 

article.  

 

 (b) The Commissioner shall be represented by the Attorney General, an 

assistant Attorney General, or another attorney at law designated by the Attorney 

General.  

 

 (c) Whenever the Commissioner believes that a person has committed a 

violation of this article for which criminal prosecution is provided, the Commissioner 

shall refer the alleged violation to:  

 

  (1) the Stateõs Attorney for the county where the violation allegedly 

occurred or the person resides; or  

 

  (2) the Attorney General, if the alleged violation is statewide and not 

local in nature.  

 

 (d) (1) The Commission er may investigate any complaint that alleges 

that a fraudulent claim has been submitted to an insurer.  

 

  (2) If the Commissioner finds that a complaint has merit, the 

Commissioner may refer the complaint to an appropriate law enforcement authority, 

inclu ding the Attorney General, for appropriate action.  

 



 

 - 39 - 

 (e) The Commissioner may enforce the provisions of this article, and may 

impose any penalty or remedy authorized by this article, against a person that is 

under investigation for or charged with a violat ion of this article if:  

 

  (1) the personõs certificate of authority, certificate of qualification, 

license, or registration is no longer in effect; and  

 

  (2) the alleged violation occurred no more than 5 years before 

surrender or lapse of the certi ficate, license, or registration.  

 

§2ð202. 

 

 (a) (1) Notwithstanding any other law and except as provided in 

paragraph (2) of this subsection, the Commissioner has exclusive jurisdiction to 

enforce by administrative action the laws of the State that relate to the underwriting 

or rateðsetting practices of an insurer.  

 

  (2) The Commission on Civil Rights has concurrent jurisdiction with 

the Commissioner over alleged discrimination on the basis of race, creed, color, or 

national origin.  

 

 (b) When the Commissioner has exclusive jurisdiction under subsection (a) 

of this section, the Commission on Civil Rights may:  

 

  (1) refer complaints about discriminatory practices to the 

Commissioner;  

 

  (2) appear before the Commissioner as a party at a he aring about 

discriminatory practices;  

 

  (3) make recommendations about discriminatory practices to the 

Commissioner;  

 

  (4) represent a complainant in proceedings under § 2ð210 of this 

subtitle; and  

 

  (5) appeal as a party aggrieved by an orde r or decision of the 

Commissioner under § 2ð215 of this subtitle or § 11ð503 of this article.  

 

 (c) The Commissioner shall notify the Commission on Civil Rights of any 

hearing scheduled on a complaint about alleged discriminatory prac tices. 

 

 (d) On request of the Commission on Civil Rights and unless the 

complainant objects, the Commissioner shall give the Commission on Civil Rights all 



 

 - 40 - 

information about any complaint about alleged discriminatory practices received by 

the Commissioner . 

 

 (e) The Commissioner and the Commission on Civil Rights shall set 

guidelines for determining when allegations in a complaint about alleged 

discriminatory practices are sufficient to warrant a hearing.  

 

§2ð203. 

 

 (a) With respect to an examin ation, investigation, or hearing conducted by 

the Commissioner, the Commissioner, deputy commissioner, or an examiner 

authorized by the Commissioner may:  

 

  (1) administer oaths;  

 

  (2) examine individuals under oath; and  

 

  (3) issue subpoenas for the att endance of witnesses to testify or the 

production of evidence.  

 

 (b) (1) A subpoena issued under this section shall be served:  

 

   (i)  in the same manner as a subpoena of a circuit court may 

be served; or 

 

   (ii)  in the same manner as a service of process  in a civil action 

in a circuit court may be served.  

 

  (2) If a person fails to comply with a lawfully served subpoena, the 

Commissioner immediately shall file a complaint and a copy of the subpoena and 

proof of service with the circuit court for the coun ty where the person was required 

to appear or produce evidence.  

 

  (3) On receipt of a complaint and a copy of the subpoena and proof of 

service, the circuit court shall:  

 

   (i)  issue an order directing compliance with the subpoena or 

compelling testimony ; and 

 

   (ii)  impose penalties as if the person had failed to comply with 

a subpoena of the court.  
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 (c) (1) A person is not excused from attending, testifying, or producing 

evidence in an examination, investigation, or hearing conducted by or under 

autho rity of the Commissioner on the ground that the testimony or evidence may:  

 

   (i)  tend to incriminate the person; or  

 

   (ii)  subject the person to a penalty of forfeiture.  

 

  (2) Before a person that claims the privilege against self -

incrimination is req uired or allowed to testify or produce evidence, the Commissioner 

shall consult with the Attorney General and, with the consent of the Attorney 

General, the person may not be prosecuted or punished in a criminal action because 

of an act, transaction, matte r, or thing about which the person is compelled to produce 

evidence or testify under oath.  

 

  (3) A person that testifies is not exempt from prosecution and 

punishment for perjury committed while testifying.  

 

 (d) (1) A witness is entitled to the fees and mileage reimbursement 

allowed for testimony in a court.  

 

  (2) On submission of an itemized claim, witness fees, mileage, and 

actual necessary expenses incurred in securing attendance and testimony of a witness 

shall be paid by:  

 

   (i)  the person being ex amined, if the person is found to have 

violated the law as to the matter about which the witness was subpoenaed; or  

 

   (ii)  the person that requested the hearing, if the hearing was 

requested by a person other than the Commissioner.  

 

 (e) (1) A person may  not willfully testify falsely under oath about any 

matter that is material to an examination, investigation, or hearing.  

 

  (2) A person that violates paragraph (1) of this subsection is guilty of 

perjury and on conviction shall be punished accordingly.  

 

 (f) (1) A person may not willfully fail to:  

 

   (i)  appear and testify under oath before the Commissioner;  

 

   (ii)  attend, answer, or produce evidence requested by the 

Commissioner; or  
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   (iii)  give the Commissioner full and truthful information and 

answer in writing to any material written inquiry of the Commissioner in relation to 

the subject of an examination, investigation, or hearing.  

 

  (2) In addition to or instead of any other applicable penalty, a person 

that violates paragraph (1) of this subse ction is guilty of a misdemeanor and on 

conviction is subject to a fine not exceeding $1,000 or imprisonment not exceeding 6 

months or both.  

 

§2ð204. 

 

 (a) An order or notice of the Commissioner must be in writing and signed 

by the Commissioner or an individual authorized by the Commissioner.  

 

 (b) (1) An order of the Commissioner shall state:  

 

   (i)  its effective date;  

 

   (ii)  its purpose;  

 

   (iii)  the grounds on which it is based; and  

 

   (iv)  the provisions of this article under which actio n is or 

proposed to be taken.  

 

  (2) Failure to designate a particular provision of this article in 

accordance with paragraph (1)(iv) of this subsection does not deprive the 

Commissioner of the right to rely on that provision.  

 

 (c) An order or notice may be served on a person by: 

 

  (1) mailing it to the person at the last known principal place of 

business of the person, as listed in the records of the Commissioner; or  

 

  (2) otherwise delivering it to the person.  

 

§2ð205. 

 

 (a) In this section,  òanalysisó means a process by which the Commissioner 

collects and analyzes information from filed schedules, surveys, required reports 

specified in subsection (b) of this section, and other sources in order to:  
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  (1) develop an understanding of the affairs, transactions, accounts, 

records, assets, and financial condition of the entities specified in subsection (b) of 

this section; or  

 

  (2) identify or investigate patterns or practices of the entities 

specified in subsection (b) of this sectio n. 

 

 (b) (1) Whenever the Commissioner considers it advisable, the 

Commissioner shall conduct an analysis or examine the affairs, transactions, 

accounts, records, assets, and financial condition of each:  

 

   (i)  authorized insurer;  

 

   (ii)  management comp any of an authorized insurer;  

 

   (iii)  subsidiary owned or controlled by an authorized insurer;  

 

   (iv)  rating organization; or  

 

   (v) authorized health maintenance organization.  

 

  (2) The Commissioner shall examine each domestic insurer and 

health mai ntenance organization at least once every 5 years.  

 

 (c) The Commissioner shall examine the affairs, transactions, accounts, 

records, and assets of: 

 

  (1) each insurer and each health maintenance organization that 

applies for an original certificate of au thority to do business in the State; and  

 

  (2) each rating organization that applies for a license to do business 

in the State.  

 

 (d) When examining a reciprocal insurer, the Commissioner may examine 

the attorney in fact of the reciprocal insurer to the e xtent that the transactions of the 

attorney in fact relate to the reciprocal insurer.  

 

 (e) The Commissioner may limit the examination of an alien insurer to its 

insurance transactions and affairs in the United States.  

 

 (f) Instead of conducting an examin ation, the Commissioner may accept a 

full report, certified by the insurance supervisory official of another state, of the most 

recent examination of a foreign insurer or health maintenance organization, alien 

insurer or health maintenance organization, or  an outðofðstate rating organization.  
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§2ð206. 

 

 When advisable to determine compliance with this article, the Commissioner 

may examine the accounts, records, documents, and transactions that relate to the 

insurance affairs or propos ed insurance affairs of:  

 

   (1) an insurance producer, surplus lines broker, general agent, 

adjuster, public adjuster, or adviser;  

 

  (2) a person with the exclusive or dominant right under a contract to 

manage or control an insurer;  

 

  (3) a person that,  for the purpose of controlling the management of a 

domestic insurer, holds the shares of voting stock or policyholder proxies of the 

domestic insurer as voting trustee or otherwise; or  

 

  (4) a person engaged in, proposing to engage in, or helping in the 

promotion or formation of:  

 

   (i)  a domestic insurer or insurance holding corporation; or  

 

   (ii)  a corporation to finance a domestic insurer or the 

production of its business.  

 

§2ð207. 

 

 (a) (1) The Commissioner shall conduct an examination o f an insurer, 

health maintenance organization, or private review agent at:  

 

   (i)  the home office of a domestic insurer, foreign insurer, 

health maintenance organization, or private review agent;  

 

   (ii)  the United States branch office of an alien insure r, health 

maintenance organization, or private review agent; or  

 

   (iii)  a branch or agency office of the insurer, health 

maintenance organization, or private review agent.  

 

  (2) The Commissioner shall conduct an examination of a person other 

than an ins urer, health maintenance organization, or private review agent at:  

 

   (i)  the place of business of the person; or  
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   (ii)  any place where records of the person are kept.  

 

 (b) Each person that is examined and its officers, employees, agents, and 

representatives shall:  

 

  (1) produce and make freely available to the Commissioner or an 

examiner the accounts, records, documents, files, information, assets, and matters 

that are in the possession or control of the person and relate to the subject of the 

examin ation; and  

 

  (2) otherwise help the examination to the extent reasonably possible.  

 

 (c) (1) At the expense of the person being examined, the Commissioner 

may retain an actuary, accountant, or other expert, who is not otherwise a part of the 

staff of the Administration, if reasonably necessary to conduct an examination under 

this article.  

 

  (2) The actuary, accountant, or other expert may rewrite, post, or 

balance the accounts of the person being examined.  

 

 (d) (1) If the Commissioner considers it necess ary to value real estate 

involved in an examination, the Commissioner may request in writing that the person 

being examined appoint one or more competent appraisers, approved by the 

Commissioner, to appraise the real estate.  

 

  (2) If the person does not a ppoint an appraiser within 10 days after 

the request was delivered to the person, the Commissioner may appoint an appraiser.  

 

  (3) The appraisal shall be made promptly, and a copy of the appraisal 

report shall be provided to the Commissioner.  

 

  (4) The person being examined shall pay the reasonable expense of 

the appraisal.  

 

§2ð208. 

 

 The expense incurred in an examination made under § 2ð205 of this subtitle, 

§ 2ð206 of this subtitle for surplus lines brokers and insurance  holding corporations, 

§ 23ð207 of this article for premium finance companies, § 15ð10Bð19 of this article 

for private review agents, § 15ð10Bð20 of this article, or § 14ð610 of this article for 

discount medical plan organizations and discount drug plan organizations shall be 

paid by the person examined in the following manner:  
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  (1) the person examined shall pay to the Commissioner the travel 

expenses, a living expense allowance, and a per diem as co mpensation for examiners, 

actuaries, and typists:  

 

   (i)  to the extent incurred for the examination; and  

 

   (ii)  at reasonable rates set by the Commissioner;  

 

  (2) the Commissioner may present a detailed account of expenses 

incurred to the person examin ed periodically during the examination or at the end of 

the examination, as the Commissioner considers proper; and  

 

  (3) a person may not pay and an examiner may not accept any 

compensation for an examination in addition to the compensation under paragrap h 

(1) of this section.  

 

§2ð209. 

 

 (a) The Commissioner or an examiner shall make a complete report of each 

examination made under § 2ð205 of this subtitle or § 23ð207, § 15ð10Bð19, or § 15ð

10Bð20 of this article.  

 

 (b) An examination report shall contain only facts:  

 

  (1) from the books, records, or documents of the person being 

examined; or  

 

  (2) determined from statements of individuals about the person õs 

affairs.  

 

 (c) (1) At leas t 30 days before adopting a proposed examination report, 

the Commissioner shall provide a copy of the proposed report to the person that was 

examined.  

 

  (2) If the person requests a hearing in writing within the 30 ðday 

period, the Commissioner:  

 

   (i)  shall grant a hearing on the proposed report; and  

 

   (ii)  may not adopt the proposed report until after:  

 

    1. the hearing is held; and  

 



 

 - 47 - 

    2. any modifications of the report that the 

Commissioner considers proper are made.  

 

 (d) (1) After an exami nation report is adopted by the Commissioner, the 

examination report is admissible as evidence of the facts contained in it in any action 

brought by the Commissioner against the person examined or an officer or insurance 

producer of the person.  

 

  (2) Regardless of whether a written examination report has been 

made, served, or adopted by the Commissioner, the Commissioner or an examiner 

may testify and offer other proper evidence about information obtained during an 

examination.  

 

 (e) The Commissioner may w ithhold an examination or investigation report 

from public inspection for as long as the Commissioner considers the withholding to 

be: 

 

  (1) necessary to protect the person examined from unwarranted 

injury; or  

 

  (2) in the public interest.  

 

 (f) If the C ommissioner considers it to be in the public interest, the 

Commissioner may publish an examination report or a summary of it in a newspaper 

in the State.  

 

 (g) (1) This subsection applies only to a document, material, or 

information other than an adopted e xamination report that:  

 

   (i)  is in the control or possession of the Commissioner; and  

 

   (ii)  is obtained or generated during an analysis or examination 

conducted under § 2ð205 or § 2ð206 of this subtitle, Title 7 of this article,  or § 23ð

103, § 15ð10Bð19, or § 15ð10Bð20 of this article.  

 

  (2) A document, material, or information that is subject to this 

subsection: 

 

   (i)  is confidential and privileged;  

 

   (ii)  is not subject to Title  4 of the General Provisions Article;  

 

   (iii)  is not subject to subpoena; and  
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   (iv)  is not subject to discovery or admissible in evidence in any 

private civil action.  

 

  (3) Notwithstanding paragraph (2) of this subsection, the 

Commissioner may use an y document, material, or information that is subject to this 

subsection to further any regulatory or legal action brought as part of the duties of 

the Commissioner.  

 

  (4) The Commissioner and any person that receives a document, 

material, or information t hat is subject to this subsection while acting under the 

authority of the Commissioner may not be allowed or required to testify in any private 

civil action concerning the document, material, or information.  

 

 (h) (1) Provided that the recipient agrees to maintain the confidentiality 

and privileged status of the document, material, or information, the Commissioner 

may share a document, material, or information, including a document, material, or 

information that is confidential and privileged under subsecti on (g) of this section, 

with:  

 

   (i)  other State, federal, or international regulatory agencies;  

 

   (ii)  the National Association of Insurance Commissioners or its 

affiliates or subsidiaries; or  

 

   (iii)  State, federal, or international law enforcement 

authorities.  

 

  (2) (i)  The Commissioner may receive a document, material, or 

information, including a document, material, or information that is confidential and 

privileged, from:  

 

    1. other State, federal, or international regulatory 

agencies; 

 

    2. the National Association of Insurance 

Commissioners or its affiliates or subsidiaries; or  

 

    3. State, federal, or international law enforcement 

authorities.  

 

   (ii)  The Commissioner shall maintain as confidential and 

privileged any document, material,  or information received under this paragraph 

with notice or the understanding that it is confidential or privileged under the laws 

of the jurisdiction that is the source of the document, material, or information.  
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  (3) The Commissioner may enter into agr eements governing the 

sharing and use of information consistent with this subsection.  

 

  (4) There is no waiver of any applicable privilege or claim of 

confidentiality with regard to a document, material, or information as a result of:  

 

   (i)  disclosure of the document, material, or information to the 

Commissioner under this subsection; or  

 

   (ii)  sharing of the document, material, or information by the 

Commissioner under paragraph (1) of this subsection.  

 

 (i)  (1) The Commissioner shall provide a copy of  the adopted 

examination report to the person that was examined.  

 

  (2) The person examined shall present the adopted examination 

report to its board of directors at the next regularly scheduled meeting of the board.  

 

§2ð209.1. 

 

 (a) In this sec tion, òsupervisory collegeó means a forum for cooperation and 

communication among the involved state, federal, and international regulators 

established for the fundamental purpose of facilitating the effectiveness of 

supervision of entities tha t belong to an insurance holding company system.  

 

 (b) (1) With respect to any insurer registered under Title 7, Subtitle 6 of 

this article, the Commissioner may participate in a supervisory college for any 

domestic insurer that is part of an insurance hol ding company system with 

international operations in order to determine compliance by the insurer with this 

article.  

 

  (2) The powers of the Commissioner with respect to a supervisory 

college include:  

 

   (i)  initiating the establishment of a supervisory college; 

 

   (ii)  determining the membership and participation of other 

supervisors in the supervisory college;  

 

   (iii)  determining the functions of the supervisory college and 

the role of other state, federal, and international regulators;  
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   (iv)  coordinating the ongoing activities of the supervisory 

college, including planning meetings, supervisory activities, and processes for 

sharing information; and  

 

   (v) establishing a crisis management plan on the occurrence of 

any activity, circumstance, event , or series of events involving one or more affiliates 

of an insurer that has, or is likely to have, a material adverse effect on the financial 

condition or liquidity of the insurer or its insurance holding company system as a 

whole. 

 

  (3) (i)  Each insure r subject to registration under § 7ð603 of this 

article shall be liable for and shall pay the reasonable expenses of the Commissioner õs 

participation in a supervisory college, including travel expenses.  

 

   (ii)  A supervisory college may b e convened as either a 

temporary or a permanent forum for communication and cooperation among the 

regulators charged with supervising an insurer or its affiliates, and the 

Commissioner may establish a regular assessment to an insurer for the payment of 

expenses under subparagraph (i) of this paragraph.  

 

  (4) (i)  In order to assess the business strategy, financial position, 

legal and regulatory position, risk exposure, risk management, and governance 

processes of an insurer or its affiliates, and as part of  the examination of insurers 

under § 7ð605 of this article, the Commissioner may participate in a supervisory 

college with other regulators charged with supervising an insurer or its affiliates, 

including other state, federal, and international regulatory agencies.  

 

   (ii)  Nothing in this section may be construed to delegate to the 

supervisory college any of the authority of the Commissioner to regulate the insurer 

or the activities of its affiliates within the State.  

 

 (c) The Commissioner may enter into agreements providing the basis for 

cooperation between the Commissioner and other state, federal, and international 

regulatory agencies and the activities of the supervisory college in accordance with § 

2ð209(h) of this subtitle.  

 

§2ð210. 

 

 (a) (1) The Commissioner may hold hearings that the Commissioner 

considers necessary for any purpose under this article.  

 

  (2) The Commissioner shall hold a hearing:  

 

   (i)  if required by any provision of this article; or  
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   (ii)  except as otherwise provided in this article, on written 

demand by a person aggrieved by any act of, threatened act of, or failure to act by the 

Commissioner or by any report, regulation, or order of the Commissioner, except an 

order to hold a hearing or an ord er resulting from a hearing.  

 

 (b) (1) A demand for a hearing shall state the grounds for the relief to be 

demanded at the hearing.  

 

  (2) Within 30 consecutive days after receiving a demand for a 

hearing, the Commissioner shall:  

 

   (i)  grant and, unless postponed by mutual consent of the 

parties, hold the hearing; or  

 

   (ii)  issue an order refusing the hearing.  

 

  (3) If the Commissioner does not grant or refuse a hearing within the 

30ðday period, the hearing is deemed to have been refused.  

 

 (c) (1) Except as provided in paragraph (2) of this subsection, a hearing 

held under this section shall be conducted in accordance with Title 10, Subtitle 2 of 

the State Government Article (Administrative Procedure Act ð Contested Cases). 

 

  (2) A hearing  held under this section is not subject to § 10ð216 of the 

State Government Article.  

 

 (d) The Commissioner may delegate to the Deputy Commissioner, an 

associate deputy commissioner, an associate commissioner, or one other 

Administration employe e who is designated by the Commissioner and admitted to 

the practice of law in the State the responsibility for holding a hearing under this 

section or § 4ð114 of this article.  

 

§2ð211. 

 

 (a) (1) At least 10 days before a hearing, the  Commissioner shall give 

notice of the hearing:  

 

   (i)  to each person specified in the provision of this article 

under which the hearing is held; or  

 

   (ii)  if the provision under which the hearing is held does not 

specify the persons to be notified, to each person directly affected by the hearing.  
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  (2) If not all persons entitled to notice of the hearing are known, the 

Commissioner may perfect notice by publication in a newspaper of general circulation 

in the State at least 10 days before the hearing.  

 

 (b) The notice of the hearing shall state:  

 

  (1) the time and place of the hearing; and  

 

  (2) the matters to be considered at the hearing.  

 

§2ð212. 

 

 (a) (1) Except as provided in paragraph (2) of this subsection, a demand 

for a hearing stay s an order of the Commissioner pending the hearing and an order 

resulting from it if the Commissioner receives the demand:  

 

   (i)  before the effective date of the order; or  

 

   (ii)  within 10 days after the order is served.  

 

  (2) Paragraph (1) of this su bsection does not apply to an action taken 

or proposed under an order:  

 

   (i)  resulting from a hearing;  

 

   (ii)  resulting from a final decision of the Insurance 

Commissioner on a complaint in an emergency case under § 15-10A-04 of this article; 

or 

 

   (iii)  based on impairment of assets or unsound financial 

condition of an insurer.  

 

 (b) If the Commissioner does not grant a written request for a stay, the 

aggrieved person may apply to the Circuit Court for Baltimore City for a stay of the 

proposed action of the Commissioner.  

 

§2ð213. 

 

 (a) (1) Except as otherwise provided in this subsection, all hearings shall 

be open to the public in accordance with § 8ð505 of the State Government Article.  

 

  (2) A hearing held by the Commission er that relates to a filing under 

Title 11 of this article is not required to be open to the public.  
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  (3) A hearing held by the Commissioner to determine whether an 

insurer is being operated in a hazardous manner that could result in its impairment 

is not required to be open to the public if:  

 

   (i)  the insurer requests that the hearing not be a public 

hearing; and  

 

   (ii)  the Commissioner determines that it is not in the interest 

of the public to hold a public hearing.  

 

  (4) A hearing held by the Comm issioner to evaluate the financial 

condition of an insurer under the risk based capital standards set out in Title 4, 

Subtitle 3 of this article is not required to be open to the public.  

 

 (b) (1) The Commissioner shall allow any party to a hearing to:  

 

   (i)  appear in person;  

 

   (ii)  be represented:  

 

    1. by counsel; or 

 

    2. in the case of an insurer, by a designee of the insurer 

who: 

 

    A. is employed by the insurer in claims, underwriting, 

or as otherwise provided by the Commissioner; and  

 

    B. has been given the authority by the insurer to 

resolve all issues involved in the hearing;  

 

   (iii)  be present while evidence is given;  

 

   (iv)  have a reasonable opportunity to inspect all documentary 

evidence and to examine witnesses; and  

 

   (v) present evidence. 

 

  (2) On request of a party, the Commissioner shall issue subpoenas to 

compel attendance of witnesses or production of evidence on behalf of the party.  

 

 (c) The Commissioner shall allow any person that was not an original party 

to a hearing  to become a party by intervention if:  
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  (1) the intervention is timely; and  

 

  (2) the financial interests of the person will be directly and 

immediately affected by an order of the Commissioner resulting from the hearing.  

 

 (d) Formal rules of pleading or evidence need not be observed at a hearing.  

 

 (e) (1) On timely written request by a party to a hearing, the 

Commissioner shall have a full stenographic record of the proceedings made by a 

competent reporter at the expense of that party.  

 

  (2) If the s tenographic record is transcribed, a copy shall be given on 

request to any other party to the hearing at the expense of that party.  

 

  (3) If the stenographic record is not made or transcribed, the 

Commissioner shall prepare an adequate record of the evide nce and proceedings. 

 

§2ð214. 

 

 (a) In holding a hearing under this subtitle the Commissioner sits in a 

quasi -judicial capacity.  

 

 (b) (1) Within 30 days after a hearing or any rehearing or reargument of 

matters involved in the hearing, the Comm issioner shall issue an order that covers 

matters involved in the hearing and in any rehearing or reargument.  

 

  (2) The Commissioner shall serve a copy of the order on the same 

persons that were served notice of the hearing.  

 

 (c) The order shall contain:  

 

  (1) a concise statement of the facts found by the Commissioner;  

 

  (2) the Commissioner õs conclusions from the facts; and  

 

  (3) the information required by § 2-204(b) of this subtitle.  

 

 (d) The order may:  

 

  (1) affirm, modify, or nullify an action already taken; or  

 

  (2) constitute the taking of new action within the scope of the notice 

of the hearing.  
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§2ð215. 

 

 (a) An appeal under this subtitle may be taken only from:  

 

  (1) an order resulting from a hearing;  

 

  (2) a refusal  by the Commissioner to grant a hearing; or  

 

  (3) a decision issued under § 15ð10Að04 of this article.  

 

 (b) An appeal under this subtitle may be taken by:  

 

  (1) a party to the hearing;  

 

  (2) an aggrieved person whose financial interest s are directly 

affected by the order resulting from a hearing or refusal to grant a hearing; or  

 

  (3) a party to the decision issued under § 15ð10Að04 of this article.  

 

 (c) (1) Subject to paragraph (2) of this subsection, an appeal under  this 

subtitle shall be taken:  

 

   (i)  to the Circuit Court for Baltimore City; or  

 

   (ii)  if a party to an appeal is an individual, to the circuit court 

of the county where the individual resides.  

 

  (2) If the appeal is from the suspension or revocation  of a certificate 

of authority of a domestic insurer or license of an insurance producer, adviser, or 

public adjuster, an appeal may be taken to the circuit court of the county where:  

 

   (i)  the domestic insurer has its principal place of business; or  

 

   (ii)  the licensee or certificate holder resides.  

 

 (d) To take an appeal, a person shall file a petition for judicial review with 

the appropriate circuit court within 30 days after:  

 

  (1) the order resulting from the hearing was served on the persons 

ent itled to receive it;  

 

  (2) the order of the Commissioner denying rehearing or reargument 

was served on the persons entitled to receive it;  
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  (3) the refusal of the Commissioner to grant a hearing; or  

 

  (4) the decision issued under § 15ð10Að04 of this article was served 

on the persons entitled to receive it.  

 

 (e) (1) An appeal under this subtitle shall be captioned in accordance 

with the Maryland Rules.  

 

  (2) On application to the court, any person may be added as a party, 

as the court  directs, if:  

 

   (i)  the financial interests of the person are or may be directly 

affected by the matter on appeal; or  

 

   (ii)  the person may be aggrieved by the matter on appeal.  

 

 (f) When a petition for judicial review is filed with the appropriate co urt, 

the court has jurisdiction over the case and shall determine whether the filing 

operates as a stay of the order or action from which the appeal is taken.  

 

 (g) (1) In an appeal of an order resulting from a hearing, after receiving 

a copy of the petiti on for judicial review and within the time specified in the Maryland 

Rules, the Commissioner shall file in the court in which the appeal is pending:  

 

   (i)  a copy of the order of the Commissioner from which the 

appeal is taken;  

 

   (ii)  a complete transcr ipt, certified by the Commissioner, of the 

record on which the order was issued; and  

 

   (iii)  all exhibits and documentary evidence introduced at the 

hearing.  

 

  (2) In an appeal of a refusal by the Commissioner to grant a hearing, 

within the time specifi ed in the Maryland Rules, the Commissioner shall file in the 

court in which the appeal is pending certified copies of all documents on file with the 

Commissioner that directly relate to the matter on appeal.  

 

  (3) In an appeal of a decision issued under § 15ð10Að04 of this 

article, after receiving a copy of the petition for judicial review and within the time 

specified in the Maryland Rules, the Commissioner shall file in the court in which the 

appeal is pending:  
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   (i)  a copy of the decision of the Commissioner from which the 

appeal is taken;  

 

   (ii)  a copy of the report of the independent review organization 

or medical expert; and  

 

   (iii)  all documentary evidence provided to the Commissioner 

and the independent review organization or medical expert that directly relates to 

the matter on appeal.  

 

 (h) The court to which an appeal is taken may:  

 

  (1) affirm the decision of the Commissioner;  

 

  (2) remand the case for further proceedings; or  

 

  (3) reverse or modify the decision of the C ommissioner if substantial 

rights of the petitioners may have been prejudiced because administrative findings, 

inferences, conclusions, or decisions:  

 

   (i)  violate constitutional provisions;  

 

   (ii)  exceed the statutory authority or jurisdiction of the 

Commissioner;  

 

   (iii)  are made by unlawful procedure;  

 

   (iv)  are affected by other error of law;  

 

   (v) are unsupported by competent, material, and substantial 

evidence in view of the entire record, as submitted; or  

 

   (vi)  are arbitrary or capriciou s. 

 

 (i)  Costs of an appeal shall be awarded as in civil actions.  

 

 (j) (1) Any party, including the Commissioner, may appeal from the 

judgment of the circuit court to the Court of Special Appeals as in other civil cases.  

 

  (2) The judgment of the circuit  court may be stayed only by order of 

court on the giving of any security that the court considers proper.  

 

§2ð301. 
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 In this subtitle, òProgramó means the Consumer Education and Advocacy 

Program.  

 

§2ð302. 

 

 (a) There is a  Consumer Education and Advocacy Program.  

 

 (b) The Commissioner may use the Consumer Affairs Unit of the 

Administration to carry out the Program.  

 

§2ð303. 

 

 The purposes of the Program include:  

 

   (1) providing information and helping consumer s with the 

procedures for filing a complaint with the Commissioner against any person 

regulated by this article;  

 

  (2) on request, giving information about an insurer to the extent that 

the information lawfully is disclosable; and  

 

  (3) developing an inf ormation and assistance system to provide 

information about and to help consumers with:  

 

   (i)  personal insurance coverages, including health insurance 

and life insurance coverages;  

 

   (ii)  underwriting practices;  

 

   (iii)  general rating concepts;  

 

   (iv)  claim procedures of insurers; and  

 

   (v) any other relevant services.  

 

§2ð303.1. 

 

 (a) The Administration shall serve as the single point of entry for 

consumers to access any and all information regarding health insurance and the 

delivery o f health care as it relates to health insurance, including information 

prepared or collected by:  

 

  (1) the Maryland Department of Health;  
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  (2) the Maryland Health Care Commission;  

 

  (3) the Health Services Cost Review Commission;  

 

  (4) the Department of Aging; and  

 

  (5) the Health Education and Advocacy Unit of the Attorney 

Generalõs office. 

 

 (b) (1) The Administration, in cooperation with the entities listed in 

subsection (a) of this section and any other person it deems appropriate, shall pro mote 

the availability of the information.  

 

  (2) The Maryland Health Care Commission shall assist the 

Administration in presenting the information in a format that is easily 

understandable for consumers.  

 

 (c) Implementation of this section by the Administ ration shall be funded 

through the Health Care Regulatory Fund established under § 2ð112.3 of this title.  

 

§2ð303.2. 

 

 (a) The Administration shall prepare annually a comparison guide of 

medical professional liability insurance premiu ms. 

 

 (b) The comparison guide shall:  

 

  (1) list each insurer authorized to provide medical professional 

liability insurance in the State;  

 

  (2) include, for each specialty and territory, the base premium 

charged by an insurer for physicians with policy limits of $1,000,000 and $3,000,000; 

and 

 

  (3) include the base premium charged by an insurer for a:  

 

   (i)  hospital;  

 

   (ii)  medical day care center;  

 

   (iii)  hospice care program;  

 

   (iv)  assisted living program; and  
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   (v) freestanding ambulatory care facility as defined in § 19ð

3Bð01 of the Health ð General Article.  

 

 (c) The Administration shall publish the comparison guide required under 

subsection (a) of this section on its Web site and in printed form.  

 

§2ð304. 

 

 (a) To carry out the Program, the Commissioner may employ a staff in 

accordance with the State budget.  

 

 (b) The Commissioner may designate a member of the staff of the Program 

to represent the interests of consumers in any Administration proceeding th at is open 

to the public, including:  

 

  (1) an informational hearing; and  

 

  (2) a hearing or review of insurance rates or forms.  

 

§2ð305. 

 

 (a) The Commissioner may adopt regulations to carry out the Program.  

 

 (b) Each year, the Commissioner s hall evaluate the Program.  

 

§2ð401. 

 

 (a) In this subtitle the following words have the meanings indicated.  

 

 (b) òFraud Division ó means the Insurance Fraud Division in the 

Administration.  

 

 (c) òInsurance fraud ó means: 

 

  (1) a violation of Title 27, Subtitle 4 of this article;  

 

  (2) theft, as set out in §§ 7ð101 through 7 ð104 of the Criminal Law 

Article:  

 

   (i)  from a person regulated under this article; or  

 

   (ii)  by a person regulated under thi s article or an officer, 

director, agent, or employee of a person regulated under this article;  
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  (3) a violation of § 9ð1106 of the Labor and Employment Article; or  

 

  (4) any other fraudulent activity that is committed by or against a 

person regulated under this article and is a violation of:  

 

   (i)  Title 1, Subtitle 3 of the Agriculture Article;  

 

   (ii)  Title 19, Subtitle 2 or Subtitle 3 of the Business Regulation 

Article;  

 

   (iii)  Title 14, Subtitle 29, § 11ð810, or § 14ð1317 of the 

Commercial Law Article;  

 

   (iv)  the Criminal Law Article other than Title 8, Subtitle 2, 

Part II or § 10ð614; 

 

   (v) Title 12, Subtitle 9 of the Financial Institutions Article;  

 

   (vi)  § 14ð127 of the Real Property  Article;  

 

   (vii)  § 6ð301 of the Alcoholic Beverages Article;  

 

   (viii)  § 109 of the Code of Public Local Laws of Caroline County;  

 

   (ix)  § 4ð103 of the Code of Public Local Laws of Carroll County; 

or 

 

   (x) § 8Að1 of the Code of Public Local Laws of Talbot County.  

 

§2ð402. 

 

 There is an Insurance Fraud Division in the Administration.  

 

§2ð403. 

 

 (a) The head of the Fraud Division is an Associate Commissioner of 

Insurance.  

 

 (b) (1) The Associate Commissioner of the Fraud Division shall be 

appointed by the Commissioner with the approval of the Governor.  

 

  (2) The Associate Commissioner is an employee of the 

Administration.  
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  (3) The Associate Commissioner reports directly to and is under the 

direct supervision of the Commissioner.  

 

 (c) The Associate Commissioner of the Fraud Division is unclassified and is 

entitled to annual compensation as provided in the State budget.  

 

 (d) The Associate Commissioner of the Fraud Division is responsible for  the 

operation of the Fraud Division and the exercise of all authority granted to the Fraud 

Division under this article.  

 

§2ð404. 

 

 The Commissioner shall request the Secretary of State Police to assign one or 

more State Police officers to work in coordination with the Fraud Division.  

 

§2ð405. 

 

 The Fraud Division:  

 

  (1) has the authority to investigate each person suspected of 

engaging in insurance fraud;  

 

  (2) if appropriate after an investigation:  

 

   (i)  shall refer suspected cas es of insurance fraud to the Office 

of the Attorney General or appropriate local State õs Attorney to prosecute the person 

criminally for insurance fraud;  

 

   (ii)  shall notify the appropriate professional licensing board or 

disciplinary body of evide nce of insurance fraud that involves professionals;  

 

   (iii)  shall notify the appropriate professional licensing board of 

evidence of gross overutilization of health care services;  

 

   (iv)  shall notify the Workers õ Compensation Commission of 

suspected cases of insurance fraud referred to the Office of the Attorney General or 

appropriate local State õs Attorney under subparagraph (i) of this paragraph that 

involve the payment of compensation, fees, or expenses under the Workers õ 

Compensati on Law; and  

 

   (v) shall assist local and State law enforcement agencies in the 

prosecution of automobile theft;  
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  (3) shall compile and abstract information that includes the number 

of confirmed acts of insurance fraud and the type of acts of insurance fraud;  

 

  (4) in exercising its authority under this subtitle, shall cooperate 

with the Department of State Police, Office of the Attorney General, local State õs 

Attorney in the jurisdiction in which the alleged acts of insurance fraud took place, 

and appropriate federal and local law enforcement authorities;  

 

  (5) shall operate or provide for a toll ðfree insurance fraud hot line to 

receive and record information about alleged acts of insurance fraud;  

 

  (6) in cooperation with the Office of th e Attorney General and 

Department of State Police, shall conduct public outreach and awareness programs 

on the costs of insurance fraud to the public; and  

 

  (7) shall investigate allegations of civil fraud and, if appropriate after 

investigation, impose a dministrative penalties and order restitution in accordance 

with § 27ð408 of this article.  

 

§2ð406. 

 

 (a) Notwithstanding any other provision of law, a criminal prosecution for 

engaging in insurance fraud may be brought in any county in the State in which:  

 

  (1) an element of the insurance fraud was committed;  

 

  (2) the purported insured loss occurred;  

 

  (3) the insurance policy in question provides coverage;  

 

  (4) the insurer or an agent of the insurer received a false or 

misleadi ng statement or document;  

 

  (5) the defendant or respondent resides; or  

 

  (6) money or other benefit was received as a result of the insurance 

fraud.  

 

 (b) For a civil fraud violation, the Commissioner may impose administrative 

penalties and order restit ution under § 27ð408(c) of this article when one or more of 

the occurrences listed in subsection (a) of this section takes place in the State.  
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 (c) If insurance fraud is determined to have occurred in any of the locations 

listed in subsection ( a) of this section, a criminal or civil fraud action for all related 

violations may be joined in the same action.  

 

§2ð408. 

 

 The Office of the Attorney General shall report to the Fraud Division on each 

case not prosecuted and the reasons why th e case was not prosecuted. 

 

§2ð501. 

 

 (a) In this subtitle the following words have the meanings indicated.  

 

 (b) òAssessmentó means an assessment that, subject to § 2-505(c)(3) of this 

subtitle, equals 60 % of the Adminis tration õs approved annual budget appropriation 

under this article.  

 

 (c) òFundó means the Insurance Regulation Fund established under § 2-505 

of this subtitle.  

 

 (d) (1) òHealth insurer ó means an insurer that holds a cert ificate of 

authority issued by the Commissioner to engage in the business of health insurance.  

 

  (2) òHealth insurer ó includes:  

 

   (i)  a health maintenance organization operating under a 

certificate of authority issued by the Commissioner und er Title 19, Subtitle 7 of the 

Health - General Article;  

 

   (ii)  a nonprofit health service plan operating under Title 14, 

Subtitle 1 of this article; and  

 

   (iii)  a dental plan operating under Title 14, Subtitle 4 of this 

article.  

 

 (e) òHealth in surer assessment portion ó means 40% of the assessment. 

 

 (f) (1) òInsurer ó means an insurer or other entity authorized to engage 

in the insurance business in the State under a certificate of authority issued by the 

Commissioner.  

 

  (2) òInsurer ó includes:  
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   (i)  a health maintenance organization operating under a 

certificate of authority issued by the Commissioner under Title 19, Subtitle 7 of the 

Health - General Article;  

 

   (ii)  a nonprofit health service plan operat ing under Title 14, 

Subtitle 1 of this article;  

 

   (iii)  a dental plan operating under Title 14, Subtitle 4 of this 

article; and  

 

   (iv)  the Maryland Automobile Insurance Fund.  

 

 (g) òLife insurer ó means an insurer that holds a certificate of  authority 

issued by the Commissioner to engage in the business of life insurance.  

 

 (h) òLife insurer assessment portion ó means 26% of the assessment. 

 

 (i)  òMultiple type insurer ó means an insurer that engages in more than one 

of the following types of insurance:  

 

  (1) life;  

 

  (2) health; or  

 

  (3) property and casualty.  

 

 (j) (1) òPremium ó has the meaning stated in § 1-101 of this article to the 

extent it is allocable to this State.  

 

  (2) òPremium ó includes any amounts paid to a health maintenance 

organization as compensation on a predetermined basis for providing services to 

members and subscribers as specified in Title 19, Subtitle 7 of the Health - General 

Article to the extent it is alloca ble to this State.  

 

 (k)  (1) òProperty and casualty insurer ó means an insurer that holds a 

certificate of authority issued by the Commissioner to engage in the business of 

property and casualty insurance.  

 

  (2) òProperty and casualty ins ureró includes the Maryland 

Automobile Insurance Fund.  

 

 (l)  òProperty and casualty insurer assessment portion ó means 34% of the 

assessment. 
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§2ð502. 

 

 (a) The Commissioner shall collect an annual assessment fee from eac h 

insurer as provided in subsection (b) of this section.  

 

 (b) The assessment fee shall be calculated as follows:  

 

  (1) for each health insurer, the assessment fee is the product of the 

fraction obtained by dividing the gross direct premium written by the  health insurer 

in the prior calendar year by the total amount of gross direct premium written by all 

health insurers in the prior calendar year, multiplied by the health insurer 

assessment portion;  

 

  (2) for each life insurer, the assessment fee is the p roduct of the 

fraction obtained by dividing the gross direct premium written by the life insurer in 

the prior calendar year by the total amount of gross direct premium written by all life 

insurers in the prior calendar year, multiplied by the life insurer assessment portion;  

 

  (3) for each property and casualty insurer, the assessment fee is the 

product of the fraction obtained by dividing the gross direct premium written by the 

property and casualty insurer in the prior calendar year by the total amount o f gross 

direct premiums written by all property and casualty insurers in the prior calendar 

year, multiplied by the property and casualty insurer assessment portion; and  

 

  (4) for each domestic reinsurer subject to § 4ð115(b)(2)(ii) and (c)(3) 

of this article, the assessment fee is the average of the assessment fee paid by the 100 

property and casualty insurers with the highest gross direct written premium in the 

prior calendar year.  

 

 (c) For the purpose of calculating the assessment fee in sub section (b) of 

this section, a multiple type insurer shall be considered either a health insurer, a life 

insurer, or a property and casualty insurer based on the majority of premium type 

written.  

 

 (d) Notwithstanding any other provision of this subtitle, the minimum 

assessment shall be $300 for each authorized insurer.  

 

§2ð503. 

 

 (a) The Commissioner shall collect the annual assessment fee from each 

insurer as calculated in § 2-502 of this subtitle.  

 

 (b) The assessment fee collected under this section is:  
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  (1) in addition to any penalties or premium tax imposed under this 

article; and  

 

  (2) due and payable to the Commissioner on or before a date 

determined by the Commissioner each year.  

 

 (c) (1) Failure by an insurer to pay the assessme nt fee on or before the 

due date shall subject the insurer to the provisions of §§ 4-113 and 4-114 of this 

article.  

 

  (2) In addition to paragraph (1) of this subsection, an assessment fee 

not paid on or before the due date may be subject to a p enalty of 5 % and interest at 

the rate determined under § 13-701(b)(1) of the Tax - General Article from the due 

date until payment is made to the Commissioner.  

 

  (3) If an additional amount is found to be due after the assessment 

fee has been paid to the Commissioner, the additional amount is subject to interest 

at 6% from the due date until payment is made to the Commissioner.  

 

 (d) The total amount of the assessment fee collected by the Commissioner 

shall be deposited in the Fund.  

 

 (e) This section does not affect any requirement otherwise established by 

law for the payment of premium taxes by an insurer.  

 

§2ð504. 

 

 (a) The assessment fee imposed on insurers under this subtitle is in lieu of 

any life insurance valuation fees  and a reduction in specified insurance producer fees 

that the Commissioner had previously charged and collected under § 2-112 of this 

title.  

 

 (b) In determining adjusted premiums subject to the assessment fee, the 

Commissioner may use the premiums a s stated in the report required under § 2-

506(a) of this subtitle.  

 

§2ð505. 

 

 (a) There is an Insurance Regulation Fund that consists of:  

 

  (1) all revenue received through the imposition and collection of the 

assessment fee under this sub title;  
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  (2) all revenue received through the imposition and collection of the 

fees set forth in § 2ð112 of this title;  

 

  (3) all revenue received through the imposition and collection of the 

fraud prevention fee under Title 6, Subtitle 2 of t his article;  

 

  (4) all revenue received through the collection of examination 

expenses under § 2ð208 of this title;  

 

  (5) except as provided in § 2ð114(a) of this title, all other fees received 

through the imposition and collection of fees set forth in this article; and  

 

  (6) income from investments that the State Treasurer makes for the 

Fund.  

 

 (b) The purpose of the Fund is to pay all the costs and expenses incurred by 

the Administration that are related to its responsibilities to  regulate the insurance 

activities of all insurers that engage in the insurance business in this State.  

 

 (c) (1) All the costs and expenses of the Administration shall be included 

in the State budget.  

 

  (2) Any expenditures from the Fund to cover costs a nd expenses of 

the Administration may only be made:  

 

   (i)  with an appropriation from the Fund approved by the 

General Assembly in the annual State budget; or  

 

   (ii)  by the budget amendment procedure provided for in § 7ð

209 of the State Finan ce and Procurement Article.  

 

  (3) (i)  1. Subject to subsubparagraph 2 of this subparagraph, 

if, in any fiscal year, the amount of revenue collected by the Commissioner and 

deposited into the Fund exceeds 105 % of the actual appropriations for the 

Administration, the excess amount shall be carried forward within the Fund.  

 

    2. The assessment fee imposed under this subtitle shall 

be adjusted to maintain the Fund at a level that does not exceed 105 % of the 

Administration õs approved annua l budget.  

 

   (ii)  If, in any given fiscal year, the amount of revenue collected 

by the Commissioner and deposited into the Fund is insufficient to cover the 

expenditures of the Administration because of an unforeseen emergency and 

expenditures are made in  accordance with the budget amendment procedure 
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provided for in § 7ð209 of the State Finance and Procurement Article, an additional 

assessment for the expenditures may be made.  

 

 (d) (1) The State Treasurer is the custodian of the Fund.  

 

  (2) The State Treasurer shall deposit payments received from the 

Commissioner into the Fund.  

 

 (e) (1) The Fund is a continuing, nonlapsing fund and is not subject to § 

7ð302 of the State Finance and Procurement Article, and may not be deemed a part 

of the General Fund of the State.  

 

  (2) No part of the Fund may revert or be credited to:  

 

   (i)  the General Fund of the State; or  

 

   (ii)  a special fund of the State, unless otherwise provided by 

law.  

 

§2ð506. 

 

 (a) (1) On or before March 1 of each year, each insurer subject to this 

subtitle shall file with the Commissioner a report of the new and renewal gross direct 

premiums.  

 

  (2) The report shall be filed in a manner and contain the information 

required by the Commissioner.  

 

 (b) If an i nsurer files its annual statement on or before March 1, and the 

information required under subsection (a) of this section is included in that annual 

statement, the insurer is not required to file a report under subsection (a) of this 

section. 

 

§2ð507. 

 

 The Commissioner may adopt regulations necessary to implement any 

provision of this subtitle.  

 

§3ð101. 

 

 This subtitle applies to each stock insurer and each mutual insurer that 

engages in or proposes to engage in the insurance business  in the State.  

 

§3ð102. 



 

 - 70 - 

 

 (a) Except as otherwise specifically provided in this article, each domestic 

insurer shall comply with the applicable provisions of the Corporations and 

Associations Article that relate to formation, powers vested in, a nd duties of 

corporations formed under the general provisions of the Corporations and 

Associations Article.  

 

 (b) Unless a class of corporations to which this subtitle applies is specifically 

included in a statute passed after December 31, 1963, a domestic  insurer is only 

subject to regulation under this article.  

 

§3ð103. 

 

 (a) A domestic insurer may be formed for insurance purposes under Title 2 

of the Corporations and Associations Article.  

 

 (b) A domestic insurer may be formed either as a mutu al insurer or stock 

insurer, as stated in its articles of incorporation.  

 

 (c) (1) Each policyholder of a domestic mutual insurer, other than a 

holder of a reinsurance contract, is a member of the mutual insurer, with each right 

and obligation of membershi p. 

 

  (2) Each policy shall state the provisions of paragraph (1) of this 

subsection. 

 

  (3) Any person, government, governmental unit, state, or political 

subdivision may be a member of a domestic, foreign, or alien mutual insurer.  

 

  (4) An officer, stoc kholder, trustee, or legal representative of a 

member:  

 

   (i)  may be recognized as acting in a representative capacity 

for or on behalf of the member for the purpose of the membership; and  

 

   (ii)  is not personally liable on the insurance contract for ac ting 

in that representative capacity.  

 

  (5) A Maryland corporation may participate as a member of a mutual 

insurer incidentally to the purpose for which the corporation is organized.  

 

 (d) (1) Each member of a domestic mutual insurer is entitled to one vo te, 

or to the number of votes the bylaws provide, based on:  
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   (i)  the insurance in force;  

 

   (ii)  the number of policies held; or  

 

   (iii)  the amount of premium paid.  

 

  (2) Only the policyholder under a group policy is a member of the 

mutual insurer a nd is entitled to vote at the meetings of the mutual insurer.  

 

 (e) The board of directors of a domestic insurer shall have at least nine 

members. 

 

§3ð104. 

 

 (a) The articles of incorporation of each domestic insurer and any 

amendment to its cha rter must be submitted to the Commissioner for examination 

and approval before they may be accepted for record by the Department of 

Assessments and Taxation.  

 

 (b) Articles of incorporation and articles of amendment are not effective 

unless the Commissione r, by written endorsement on them, has approved the articles 

as being in accordance with the insurance laws of the State.  

 

§3ð105. 

 

 (a) A person proposing to form a mutual insurer may not solicit in the State 

applications or premiums for polici es of the proposed mutual insurer until the person 

provides the Commissioner with specific information about the methods and proposed 

cost of the promotion.  

 

 (b) (1) Before a person proposing to form a mutual insurer solicits 

applications or premiums for policies, the person shall have funds acquired in 

accordance with § 3-116 of this subtitle in the amount of:  

 

   (i)  $125,000, if the person will solicit applications or 

premiums for one kind of insurance business, as set out in § 4-104 of this a rticle; or  

 

   (ii)  $250,000, if the person will solicit applications or 

premiums for two or more kinds of insurance business.  

 

  (2) The funds shall be held in cash or in investments authorized for 

capital and reserve under Title 5, Subtitle 6 of this art icle. 
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 (c) (1) A person must obtain a license from the Commissioner before the 

person forms a mutual insurer in the State.  

 

  (2) Before issuing a license, the Commissioner shall investigate the 

record of the applicant.  

 

  (3) The Commissioner shall issue  a license under this subsection if 

the Commissioner finds that the applicant is honest and trustworthy.  

 

§3ð106. 

 

 To qualify for a certificate of authority to engage in the insurance business, a 

mutual insurer must:  

 

   (1) meet the requiremen ts of § 3-105 of this subtitle; and  

 

  (2) have received applications and collected cash premiums in an 

amount that, when added to any other legally available funds, results in 

unencumbered assets greater than all required reserves and other liabiliti es at least 

equal to the amount required by:  

 

   (i)  Sections 4-104 and 4-105 of this article, if the mutual 

insurer will be authorized to engage in insurance business on a nonassessable basis; 

or 

 

   (ii)  Section 3-107 of this subtitle, if the mutual insu rer will be 

authorized to engage in insurance business on an assessable basis.  

 

§3ð107. 

 

 (a) A mutual insurer that proposes to or writes assessable policies must 

comply with all applicable requirements of this article except that the financial 

requirements of this section apply instead of the requirements of §§ 4-104, 4-105, and 

4-106 and Title 5, Subtitle 10 of this article.  

 

 (b) (1) The mutual insurer must have applications for insurance on 

which it shall issue simultaneously, or it  must have in force, at least 20 policies to at 

least 20 members for the same kind of insurance, on at least 200 separate risks, each 

within the maximum single risk described in subsection (c) of this section.  

 

  (2) To transact workers õ compensation  insurance or employer õs 

liability insurance, the application shall cover at least 2,000 employees, with each 

employee considered a separate risk when determining the maximum single risk.  
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 (c) (1) The maximum single risk may not exceed the greatest of: 

 

   (i)  20% of the admitted assets;  

 

   (ii)  3 times the average risk; and  

 

   (iii)  1% of the insurance in force.  

 

  (2) When determining the maximum single risk, any authorized 

reinsurance that takes effect simultaneously with the polic y shall be deducted from 

the maximum single risk.  

 

 (d) (1) On each insurance application required by subsection (b) of this 

section, the mutual insurer must have collected:  

 

   (i)  an annual cash premium; or  

 

   (ii)  a full premium for the term of the pol icy, if the policy is for 

less than 1 year.  

 

  (2) The total of the premiums shall be held in cash or in investments 

authorized for capital and reserve under Title 5, Subtitle 6 of this article.  

 

 (e) (1) To qualify for authority to engage in one kind of i nsurance 

business allowed to be written on an assessable basis under this article, a mutual 

insurer must have total assets that:  

 

   (i)  equal at least $250,000; and  

 

   (ii)  exceed the amount required for reserves and all other 

liabilities by at least $12 5,000. 

 

  (2) For purposes of paragraph (1) of this subsection, assets include 

borrowed surplus under § 3-116 of this subtitle, but exclude borrowed money or other 

borrowed assets. 

 

 (f) To qualify for authority to engage in two or more kinds of insur ance 

business allowed to be written on an assessable basis under this article, a mutual 

insurer must have assets that:  

 

  (1) equal at least $500,000; and  

 

  (2) exceed the amount required for reserves and all other liabilities 

by at least $250,000.  
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 (g) (1) This subsection applies only to a domestic mutual insurer that:  

 

   (i)  is licensed only for property insurance and casualty 

insurance, other than motor vehicle physical damage insurance, motor vehicle 

liability insurance, or workers õ compensation insurance; and  

 

   (ii)  writes assessable policies.  

 

  (2) Notwithstanding any other provision of this section, a domestic 

mutual insurer described by paragraph (1) of this subsection need not have assets or 

surplus exceeding the amount that the mutual i nsurer would be required to have if 

it wrote only one kind of insurance, if the mutual insurer:  

 

   (i)  restricts its operations to the county where its principal 

office is located and to the counties of the State that are immediately adjacent to that 

county;  

 

   (ii)  is not licensed to engage in the insurance business in 

another state;  

 

   (iii)  has been in existence for at least 20 years before July 1, 

1968; and 

 

   (iv)  maintains an automatic reinsurance treaty, filed with and 

approved by the Commissione r, that reinsures liability coverages issued by the 

mutual insurer in excess of a net amount of retention that is satisfactory to the 

Commissioner.  

 

§3ð108. 

 

 After being authorized to engage in one kind of insurance business, a mutual 

insurer m ay be authorized by the Commissioner to engage in additional kinds of 

insurance business as allowed by § 4-111 of this article if the mutual insurer 

otherwise complies with this article.  

 

§3ð109. 

 

 (a) If the minimum surplus of a stock insu rer required to be maintained by 

§ 4-105 of this article becomes impaired, or if the assets of a mutual insurer are less 

than its liabilities and the minimum amount of surplus required to be maintained by 

§§ 3-106 and 3-107 of this subtitle for authority to engage in the kinds of insurance 

business being transacted, the Commissioner immediately shall:  
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  (1) determine the amount of deficiency; and  

 

  (2) serve notice on the insurer to cure the deficiency within 60 days 

after service of the no tice. 

 

 (b) An insurer may cure the deficiency:  

 

  (1) in cash or in assets eligible for the investment of the insurer õs 

funds under Title 5, Subtitle 5 or Subtitle 6 of this article;  

 

  (2) if a stock insurer, by reducing its capital to an amount no t below 

the minimum required for the kinds of insurance that the stock insurer will transact; 

or 

 

  (3) if a mutual insurer, by amending its certificate of authority to 

cover only the kinds of insurance for which the mutual insurer has sufficient surplus 

under this article.  

 

 (c) (1) Except as provided in paragraph (2) of this subsection, if an 

insurer does not cure the deficiency and file proof that it has done so with the 

Commissioner within the 60 -day period:  

 

   (i)  the insurer is considered insolvent; and 

 

   (ii)  the Commissioner shall institute delinquency proceedings 

against the insurer under Title 9, Subtitle 2 of this article.  

 

  (2) If the deficiency exists because the Commissioner required 

increased loss reserves, disallowed certain assets, or re duced the value at which 

certain assets are carried in the insurer õs accounts, the Commissioner, on application 

and good cause shown, may extend for not more than an additional 60 days the period 

within which the insurer may cure the deficiency and f ile proof that it has done so.  

 

 (d) The directors of an insurer are individually liable for losses incurred 

under policies that are issued by the insurer:  

 

  (1) after expiration of the period provided for curing a deficiency of 

the insurer õs capita l stock or surplus; and  

 

  (2) before the deficiency is cured.  

 

§3ð110. 
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 (a) (1) Except as provided in § 3-113 of this subtitle for nonassessable 

policies, each member of a domestic mutual insurer other than a life insurer is 

contingently liable on a pro rata basis for the discharge of the liabilities of the 

domestic mutual insurer.  

 

  (2) The contingent liability provided for by this subsection shall be 

expressly stated in each policy.  

 

 (b) Termination of the policy of a member does not r elieve the member of 

the contingent liability for the member õs proportion, if any, of the obligations of the 

domestic mutual insurer that accrued while the policy was in force.  

 

 (c) The unrealized contingent liability of a member is not an asset of the 

domestic mutual insurer in determining its financial condition.  

 

§3ð111. 

 

 (a) The directors of a domestic mutual insurer shall assess its members 

who, at any time during the 36 months before the notice of assessment is mailed to 

them under § 3-112(b) of this subtitle, held policies providing for contingent liability, 

if:  

 

  (1) the assets of the domestic mutual insurer at any time are less 

than its liabilities plus the minimum surplus required to be maintained to transact 

the kind of in surance being transacted by the domestic mutual insurer; and  

 

  (2) the deficiency is not being cured from other sources.  

 

 (b) Members assessed under this section are liable to the domestic mutual 

insurer for the amount assessed.  

 

 (c) (1) The total of as sessments shall be sufficient to:  

 

   (i)  cure the deficiency; and  

 

   (ii)  provide reasonable working funds above the minimum 

surplus, not exceeding 5 % of the domestic mutual insurer õs liabilities on the date that 

the deficiency was determine d. 

 

  (2) A memberõs assessment may not exceed the lesser of:  

 

   (i)  one policy premium; or  

 

   (ii)  the premium for a full year.  
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 (d) The assessment on a policy with contingent liability shall be computed 

based on the premiums earned on the policy  during the period to which the 

assessment relates.  

 

 (e) A member may not have an offset against an assessment for which the 

member is liable because of a claim for an unearned premium or loss payable.  

 

§3ð112. 

 

 (a) The determination by the do mestic mutual insurer of the total 

assessment under § 3-111 of this subtitle and the amount of each member õs 

assessment is considered prima facie correct.  

 

 (b) (1) The domestic mutual insurer shall mail to each member, at the 

memberõs last address of record with the domestic mutual insurer, notice of:  

 

   (i)  the amount of the assessment to be paid; and  

 

   (ii)  the period within which the assessment must be paid.  

 

  (2) The period within which the assessment must be paid may not be 

less than 20 days after notice.  

 

 (c) (1) If a member fails to pay the assessment within the period 

specified in the notice, the domestic mutual insurer may bring suit to collect the 

assessment. 

 

  (2) Failure of the member to receive the notice mailed in accord ance 

with subsection (b) of this section is not a defense in an action to collect the 

assessment. 

 

§3ð113. 

 

 (a) If a domestic mutual insurer has surplus funds at least equal to the paid -

in capital stock and surplus required of a domestic stock insurer that transacts like 

kinds of insurance business, the domestic mutual insurer, on receipt of an order of 

the Commissioner authorizing it to do so, may extinguish the contingent liability of 

its members as to all its policies in force and may issue n onassessable policies. 

 

 (b) Subject to the requirements of this article for issuing nonassessable 

policies, a foreign or alien mutual insurer may issue nonassessable policies to its 

members in the State under its articles of incorporation and the laws of its domicile.  
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 (c) A mutual insurer may not issue assessable policies in the State if the 

mutual insurer issues nonassessable policies in the State or another jurisdiction.  

 

 (d) A policy of a domestic mutual insurer that, under an order of the 

Commission er, is without contingent liability and therefore is nonassessable by its 

terms is not subject to assessment for a debt or liability of the domestic mutual 

insurer.  

 

 (e) The Commissioner shall revoke the authority of a mutual insurer to 

issue nonassessable policies if:  

 

  (1) the assets of the mutual insurer at any time are less than the sum 

of its liabilities and the surplus required for that authority; or  

 

  (2) the mutual insurer, by resolution of its board of directors 

approved by a majority of its mem bers, requests that the authority be revoked.  

 

 (f) After revocation of a mutual insurer õs authority to issue nonassessable 

policies, the mutual insurer may not:  

 

  (1) issue a nonassessable policy; or 

 

  (2) renew a policy that is renewable at the o ption of the mutual 

insurer without endorsing the policy to provide for the contingent liability of the 

policyholder.  

 

§3ð114. 

 

 (a) A domestic stock insurer or domestic mutual insurer may:  

 

  (1) issue any or all of its policies with or without  participation in 

profits, savings, or unabsorbed parts of premiums;  

 

  (2) classify policies issued on a participating and nonparticipating 

basis; and 

 

  (3) determine the right to participate and the extent of participation 

of any class of policies.  

 

 (b) The classification of policies or determination of participation under 

subsection (a) of this section shall be reasonable and may not discriminate unfairly 

between policyholders within the same classifications.  
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 (c) A life insurer may issue both partici pating and nonparticipating policies 

only if the right or absence of the right to participate is reasonably related to the 

premium charged.  

 

§3ð115. 

 

 (a) The directors of a domestic mutual insurer periodically may apportion 

and pay or credit to  its members dividends only out of that part of surplus funds that 

represents net realized savings and net realized earnings in excess of the surplus 

required by law to be maintained.  

 

 (b) A dividend that is otherwise proper may be payable out of the dome stic 

mutual insurer õs net realized savings and net realized earnings even though the 

domestic mutual insurer õs total surplus is then less than its total contributed surplus.  

 

§3ð116. 

 

 (a) (1) A director, officer, or member of a stoc k insurer or mutual insurer 

or any other person may lend or advance to the stock insurer or mutual insurer any 

money necessary to enable it to comply with a surplus requirement or any other 

requirement of law.  

 

  (2) The instrument evidencing a loan or adv ance under this 

subsection shall:  

 

   (i)  be approved as to form and content by the Commissioner; 

and 

 

   (ii)  contain provisions that specify that:  

 

    1. the instrument is subordinate to policyholders, 

claimant and beneficiary claims, and all other clas ses of creditors other than surplus 

note holders; and  

 

    2. interest payments and principal repayments may 

not be made without prior approval of the Commissioner.  

 

  (3) A loan or advance under this subsection and any interest on it:  

 

   (i)  is payable only out of the surplus remaining after the stock 

insurer or mutual insurer provides for all reserves and other liabilities; and  

 

   (ii)  is not otherwise a liability or claim against the stock 

insurer or mutual insurer or any of its assets.  
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 (b) (1) Proceeds of a loan or advance under this section shall be in the 

form of cash or other admitted assets having readily determinable values and 

liquidity satisfactory to the Commissioner.  

 

  (2) In each annual statement, a stock insurer or mutual insurer shall 

report the amount of each loan or advance made under this section.  

 

§3ð117. 

 

 (a) (1) Except as provided in subsection (d) of this section, an authorized 

insurer or its subsidiary may not make, directly or indirectly, a loan to a director or 

executive officer of the authorized insurer unless the loan:  

 

   (i)  is a bona fide mortgage loan made on a principal residence 

of the director or executive officer; and  

 

   (ii)  is approved or ratified by the board of directors of the 

authorized insurer.  

 

  (2) A director or executive officer may not accept, directly or 

indirectly, a loan prohibited by paragraph (1) of this subsection.  

 

 (b) An authorized insurer may not make an advance to a director or 

executive officer of the authorized insurer for future ser vices to be performed more 

than 1 year after the date of making the advance.  

 

 (c) (1) An authorized insurer or its affiliate or subsidiary may not 

guarantee, directly or indirectly, the financial obligation of a director or executive 

officer of the author ized insurer, affiliate, or subsidiary.  

 

  (2) A guarantee made in violation of this subsection is void.  

 

  (3) This subsection does not prohibit an insurer from making or 

entering into an insurance contract or surety bond that is authorized by its article s 

of incorporation for a director or executive officer.  

 

 (d) This section does not prohibit a life insurer from making a policy loan to 

a director or executive officer of the life insurer on a policy or contract of the life 

insurer in an amount not exceed ing the loan value of the policy or contract.  

 

§3ð118. 
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 A domestic stock insurer or domestic mutual insurer may not enter into an 

agreement in which a person agrees to pay all or part of the expenses of management 

of the domestic stock insurer or domestic mutual insurer in consideration of an 

agreement to pay to the person commissions on premiums due the domestic stock 

insurer or domestic mutual insurer or any other compensation for the person õs 

services. 

 

§3ð119. 

 

 (a) In this section, òequity security ó means: 

 

  (1) stock or a similar security;  

 

  (2) a security convertible, with or without consideration, into stock or 

a similar security;  

 

  (3) a security carrying a warrant or right to subscribe to or purchase 

stock or a similar security;  

 

  (4) any other warrant or right to subscribe to or purchase stock or a 

similar security; or  

 

  (5) any other security that the Commissioner considers to be of a 

similar nature and necessary or appropriate to treat as an equity se curity, based on 

regulations adopted by the Commissioner in the public interest or to protect 

investors.  

 

 (b) (1) Subsections (d), (e), and (f) of this section do not apply to foreign 

or domestic arbitrage transactions unless those transactions are made i n 

contravention of regulations adopted by the Commissioner to carry out this section.  

 

  (2) Subsections (d), (e), and (f) of this section do not apply to equity 

securities of a domestic stock insurer if:  

 

   (i)  the securities are registered or required t o be registered 

under § 12 of the Securities Exchange Act of 1934; or  

 

   (ii)  the domestic stock insurer did not have any class of its 

equity securities held of record by 100 or more persons on the last business day of the 

year immediately preceding the year in which equity securities of the insurer 

otherwise would be subject to subsections (d), (e), and (f) of this section.  

 

 (c) (1) The Commissioner:  
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   (i)  may adopt regulations necessary to carry out this section; 

and 

 

   (ii)  for the purpose of a dopting regulations, may classify 

domestic stock insurers, securities, and other persons or matters within the 

Commissionerõs jurisdiction.  

 

  (2) The provisions of subsections (d), (e), and (f) of this section that 

impose liability may not be applie d to an act committed or omitted in good faith in 

conformity with a regulation of the Commissioner, notwithstanding that the 

regulation is later amended, rescinded, or determined by judicial or other authority 

to be invalid for any reason.  

 

 (d) (1) A person shall file with the Commissioner, in the form the 

Commissioner requires, a statement of the amount of all equity securities of a 

domestic stock insurer of which the person is the beneficial owner within 10 days 

after the person becomes:  

 

   (i)  directly  or indirectly the beneficial owner of more than 10 % 

of any class of equity security of the domestic stock insurer; or  

 

   (ii)  a director or officer of the domestic stock insurer.  

 

  (2) Within 10 days after the end of each calendar month in which 

there has been a change in ownership of securities that are subject to reporting under 

paragraph (1) of this subsection, the person whose ownership has changed shall file 

with the Commissioner, in the form the Commissioner requires, a statement 

indicating the personõs ownership at the end of the calendar month and the changes 

in ownership that have occurred during that calendar month.  

 

 (e) (1) The purpose of this subsection is to prevent the unfair use of 

information that may have been obtained by a beneficial owner, director, or officer of 

a domestic stock insurer because of that person õs relationship to the domestic stock 

insurer.  

 

  (2) (i)  Except as provided in subparagraph (ii) of this paragraph, 

any profit realized by a beneficial owner, d irector, or officer of a domestic stock 

insurer from a purchase and sale, or a sale and purchase, of an equity security of the 

domestic stock insurer within a period of less than 6 months inures to and is 

recoverable by the domestic stock insurer, regardle ss of the intention of the beneficial 

owner, director, or officer in entering into the transaction of holding the equity 

security purchased or of not repurchasing the security sold for more than 6 months.  
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   (ii)  An equity security acquired in good faith in connection 

with a debt contracted prior to the 6 -month period is not subject to subparagraph (i) 

of this paragraph.  

 

  (3) (i)  A suit to recover any profit obtained in violation of this 

subsection may be brought in a court of competent jurisdiction by:  

 

    1. the domestic stock insurer; or  

 

    2. the owner of any security of the domestic stock 

insurer in the name and on behalf of the domestic stock insurer, if the domestic stock 

insurer fails or refuses to bring the suit within 60 days after a request to do so or fails 

to prosecute the suit diligently.  

 

   (ii)  A suit under this subsection may not be brought more than 

2 years after the date the profit was realized.  

 

  (4) This subsection may not be construed to apply to:  

 

   (i)  a transaction in which t he beneficial owner was not a 

beneficial owner both at the time of the purchase and sale, or the sale and purchase, 

of the security involved; or  

 

   (ii)  a transaction that the Commissioner exempts by 

regulation as not within the purpose of this subsection . 

 

 (f) (1) A beneficial owner, director, or officer of a domestic stock insurer 

may not sell, directly or indirectly, an equity security of the domestic stock insurer if 

the person selling the equity security or the person õs principal does not own t he equity 

security sold.  

 

  (2) A beneficial owner, director, or officer of a domestic stock insurer 

may not sell, directly or indirectly, an equity security of the domestic stock insurer 

owned by the person selling the security or the person õs princ ipal if the person or the 

personõs principal:  

 

   (i)  does not deliver the equity security against the sale within 

20 days after the sale; or  

 

   (ii)  within 5 days after the sale does not deposit the equity 

security in the mail or other usual channe ls of transportation.  

 

  (3) A person is not considered to have violated this subsection if the 

person proves that, notwithstanding the exercise of good faith, the person was unable 
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to make the delivery or deposit within the time allowed or proves that to do so would 

cause undue inconvenience or expense.  

 

 (g) (1) The following provisions do not apply to a dealer acting in the 

ordinary course of the dealer õs business and incident to the establishment or 

maintenance by that dealer of a primary or secon dary market, other than on an 

exchange as defined in the Securities Exchange Act of 1934, for an equity security, 

except for equity securities held by the dealer in an investment account:  

 

   (i)  subsection (e) of this section, for any purchase and sale, o r 

sale and purchase, of an equity security of a domestic stock insurer; and  

 

   (ii)  subsection (f) of this section, for any sale of an equity 

security of a domestic stock insurer.  

 

  (2) By regulation as the Commissioner considers necessary or 

appropriate  in the public interest, the Commissioner may define and require terms 

and conditions for:  

 

   (i)  securities held in an investment account; and  

 

   (ii)  transactions made in the ordinary course of business and 

incident to the establishment or maintenance of a primary or secondary market.  

 

§3ð120. 

 

 (a) This section does not apply to mutualization under a court order in 

connection with the rehabilitation or reorganization of an insurer under Title 9, 

Subtitle 2 of this article.  

 

 (b) A domestic stock insurer, other than a title insurer, may become a 

mutual insurer under a plan and procedure that is approved by the Commissioner 

after a hearing.  

 

 (c) The Commissioner may not approve a plan or procedure for 

mutualization unless:  

 

  (1) the plan or p rocedure is equitable to stockholders and 

policyholders;  

 

  (2) the plan is subject to approval by vote of the holders of at least 

three -fourths of the insurer õs outstanding capital stock with voting rights and by vote 

of at least two -thirds of the i nsurerõs policyholders who vote on the plan in person, by 

proxy, or by mail under the notice and procedure approved by the Commissioner;  
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  (3) for a life insurer, the right to vote under item (2) of this subsection 

is limited to holders of policies,  other than term or group policies, that have been in 

force for more than 1 year;  

 

  (4) mutualization will result in retirement of shares of the insurer õs 

capital stock at a price not exceeding the fair market value of the stock as determined 

by competent disinterested appraisers;  

 

  (5) the plan provides for the purchase of the stock of an objecting 

stockholder in the same manner and subject to the same applicable conditions 

provided by Title 3, Subtitle 2 of the Corporations and Associations Articl e for the 

rights of objecting stockholders with respect to consolidation or merger of 

corporations;  

 

  (6) the plan provides for definite conditions to be fulfilled by a 

designated early date on which the mutualization will be considered effective; and  

 

  (7) the mutualization leaves the insurer with surplus funds that are 

reasonably adequate for the security of its policyholders and to enable the insurer to 

continue successfully in business in the states where it is then authorized to transact 

insurance bu siness for the kinds of insurance included in its certificates of authority 

in those states.  

 

§3ð121. 

 

 (a) A domestic mutual insurer may become a stock insurer under a plan and 

procedure that is approved by the Commissioner.  

 

 (b) The Commissio ner may not approve a plan or procedure for conversion 

of a mutual insurer to a stock insurer unless:  

 

  (1) the plan or procedure is equitable to the insurer õs members; 

 

  (2) the plan is subject to approval by vote of at least three -fourths of 

the insurer õs current members who vote on the plan in person, by proxy, or by mail 

at a meeting of members called for that purpose under reasonable notice and 

procedure approved by the Commissioner;  

 

  (3) for a life insurer, the right to vote may be lim ited to members who 

hold policies, other than term or group policies, that have been in force for at least 1 

year;  
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  (4) the plan provides as to any holder of a surplus note participating 

in the conversion that:  

 

   (i)  the rights of the holder shall be g overned by the terms of 

the surplus note; or  

 

   (ii)  if the terms of the surplus note are silent regarding a 

conversion and the holder is not also a member, the holder may not vote on the 

planned conversion;  

 

  (5) the equity of each policyholder in the i nsurer:  

 

   (i)  is determinable under a fair formula approved by the 

Commissioner; and  

 

   (ii)  is based on not less than the insurer õs entire surplus, minus 

contributed or borrowed surplus funds, plus a reasonable present equity in reserves 

and in a ll nonadmitted assets;  

 

  (6) all current policyholders and all persons that were policyholders 

of the insurer within 3 years before the date the plan was submitted to the 

Commissioner are entitled to participate in the purchase of stock or distribution of  

assets; 

 

  (7) the plan gives to each policyholder specified in item (6) of this 

subsection a preemptive right:  

 

   (i)  within a designated reasonable period, to acquire the 

policyholderõs proportionate part of all of the proposed capital stock of t he insurer; 

and 

 

   (ii)  to apply on the purchase of proposed capital stock the 

amount of the policyholder õs equity in the insurer as determined under item (5) of 

this subsection;  

 

  (8) stock is offered to policyholders at a price that is not greate r than 

the price at which the stock will be offered to others in the initial offering, but that is 

not more than double the par value of the stock;  

 

  (9) the plan provides for payment to each policyholder who elects not 

to apply the policyholder õs equity in the insurer for or on the purchase price of stock 

to which the policyholder is preemptively entitled, in cash in an amount that equals 

not less than 50 % of the amount of the policyholder õs equity that was not used for the 

purchase of stock, and which payment, together with any stock purchased, 
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constitutes full payment and discharge of the policyholder õs equity as an owner of the 

insurer; and  

 

  (10) the completed plan provides that the converted insurer will have:  

 

   (i)  paid -in  capital stock equal to not less than the minimum 

paid -in capital required of a domestic stock insurer that transacts like kinds of 

insurance business; and  

 

   (ii)  surplus funds equal to not less than 100 % of the required 

capital.  

 

 (c) Within 60 d ays of the filing of a plan that contains all of the information 

required under this section and any regulations adopted under this section, the 

Commissioner shall approve or disapprove the plan.  

 

 (d) At the expense of the mutual insurer, the Commissioner  may retain any 

qualified expert who is not a part of the staff of the Commissioner to assist in 

reviewing the plan.  

 

 (e) After written notice to the mutual insurer and any other interested 

person, the Commissioner may hold a hearing on whether the terms of the plan 

comply with this section.  

 

 (f) (1) If a mutual insurer is insolvent or, in the judgment of the 

Commissioner, is in a hazardous financial condition, the board of directors of the 

mutual insurer, by a majority vote, may request by a petition, as  provided under 

paragraph (2) of this subsection, that the Commissioner waive the requirements 

concerning notice to, and approval by, policyholders of the planned conversion.  

 

  (2) The petition by the board of directors shall specify:  

 

   (i)  the method a nd basis for issuance of the shares of capital 

stock of the converted stock insurer to an independent party in connection with an 

investment by the independent party in an amount sufficient to restore the converted 

stock insurer to sound financial conditio n; and  

 

   (ii)  if the Commissioner finds that the value of the mutual 

insurer is insufficient to warrant financial consideration, that the conversion shall be 

accomplished without financial consideration to past, present, or future 

policyholders.  

 

  (3) (i)  By written order, the Commissioner may waive the 

requirements of subsection (b)(2) of this section if the Commissioner finds that the 
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mutual insurer no longer meets statutory requirements with respect to capital, 

surplus, deposits, or assets.  

 

   (ii)  Any finding that results in a waiver under this paragraph 

shall be made after:  

 

    1. review of the plan; and  

 

    2. A. an audit of the mutual insurer õs quarterly or 

annual financial statement; or  

 

    B. a financial examination of the mutual insure r.  

 

 (g) The Commissioner may adopt regulations to enforce the provisions of 

this section.  

 

§3ð121.1. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òMutual insurance holding company ó means a nonstock 

corporation that:  

 

   (i)  is incorporated in the State in accordance with a plan of 

reorganization adopted and approved under this section; and  

 

   (ii)  is the parent of a reorganized stock insurer.  

 

  (3) òReorganized stock insurer ó means the stock corporation into 

which a mutual insurer is reorganized in accordance with a plan of reorganization 

adopted and approved under this section.  

 

 (b) Subject to the provisions of this section and in accordance with a plan of 

reorganization approved by  the Commissioner, a mutual insurer may:  

 

  (1) reorganize as a stock insurer; and  

 

  (2) establish a mutual insurance holding company.  

 

 (c) A plan of reorganization shall provide that:  

 

  (1) all of the initial shares of capital stock of the reorganized stock 

insurer shall be issued to the mutual insurance holding company.  
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  (2) the mutual insurance holding company shall own a majority of:  

 

   (i)  the voting shares of the capital stock of the reorganized 

stock insurer; and  

 

   (ii)  the total market value  of all outstanding shares of the 

capital stock of the reorganized stock insurer.  

 

  (3) the class of capital stock owned by the mutual insurance holding 

company shall have dividend rights no less favorable than the dividend rights of any 

other class of st ock of the reorganized stock insurer, unless:  

 

   (i)  at least two -thirds of the board of directors of the mutual 

insurance holding company determines that such a requirement is not in the best 

interests of the members; and  

 

   (ii)  the determination of th e board of directors is approved by 

the Commissioner.  

 

  (4) in an initial public offering or initial private equity placement of 

stock, each eligible member of the mutual insurance holding company shall receive, 

without payment, nontransferable subscripti on rights to purchase stock, unless:  

 

   (i)  at least two -thirds of the board of directors of the mutual 

insurance holding company determines that a subscription rights offering is not in 

the best interests of the members; and  

 

   (ii)  the determination of  the board of directors is approved by 

the Commissioner.  

 

  (5) (i)  the following individuals may not acquire, by stock option 

or any other manner, the legal or beneficial ownership of any class of stock of the 

reorganized stock insurer for 6 months from t he date of an initial public offering or 

initial private equity placement:  

 

    1. an officer or director of the mutual insurance holding 

company; 

 

    2. an officer or director of the reorganized stock 

insurer; and  

 

    3. any relative of an officer or di rector, who resides 

with the officer or director.  
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   (ii)  Notwithstanding subparagraph (i) of this paragraph, any 

individual who is a policyholder of the reorganized stock insurer may exercise 

subscription rights in accordance with paragraph (4) of this s ubsection.  

 

 (d) (1) Each policyholder of the reorganized stock insurer shall be a 

member of the mutual insurance holding company.  

 

  (2) On the effective date of the reorganization, the membership 

interests of a policyholder in the mutual insurer shall be come nontransferable 

membership interests in the mutual insurance holding company.  

 

  (3) The plan of reorganization shall provide the terms and conditions 

under which future policyholders of the reorganized stock insurer shall become 

members of the mutual  insurance holding company.  

 

  (4) At least two -thirds of those members of the board of directors of 

the mutual insurance holding company who are eligible or qualified to purchase a 

policy from the reorganized stock insurer, shall be members of the mutual insurance 

holding company.  

 

 (e) (1) Except as provided in paragraph (2) of this subsection, each policy 

of the mutual insurer in effect on the effective date of the reorganization shall remain 

in effect in accordance with its terms and conditions.  

 

  (2) The following rights and obligations under the policy of the 

mutual insurer shall be void as of the effective date of the reorganization:  

 

   (i)  voting rights of policyholders;  

 

   (ii)  except as to the holder of a participating policy, a right of a 

policyholder to share in the surplus or profits of the insurer; and  

 

   (iii)  assessment provisions.  

 

  (3) A reorganized stock insurer shall continue to pay dividends to the 

holder of a participating policy that was in force on the effective date of the 

reorganization, in accordance with the methodology or formula used by the mutual 

insurer before the reorganization.  

 

 (f) The reorganized stock insurer shall have:  

 

  (1) paid -in capital stock not less than the minimum paid -in capital 

required of a domestic stoc k insurer that:  
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   (i)  transacts like kinds of insurance business; and  

 

   (ii)  started business in the State on the date the mutual 

insurer received its original certificate of authority in the State; and  

 

  (2) surplus funds not less than 100 % of the required capital.  

 

 (g) (1) The plan of reorganization shall be:  

 

   (i)  approved by the vote of a majority of the board of directors 

of the mutual insurer; and  

 

   (ii)  submitted to a meeting of members and approved by the 

vote of at least three -four ths of the members who vote on the plan of reorganization 

in person, by proxy, or by mail.  

 

  (2) Notice of the time, place, and purpose of the meeting of members 

shall be provided in the manner approved by the Commissioner.  

 

 (h) The plan of reorganizatio n shall be submitted to the Commissioner for 

approval at least 60 days before the effective date of the reorganization, together with:  

 

  (1) the proposed articles of incorporation and bylaws of the mutual 

insurance holding company;  

 

  (2) the amendments t o the articles of incorporation and bylaws of the 

mutual insurer to reorganize as a stock insurer;  

 

  (3) a 5-year plan of operation for the mutual insurance holding 

company and the reorganized stock insurer, including any plans for:  

 

   (i)  an initial pub lic offering of stock in the reorganized stock 

insurer; or  

 

   (ii)  the transfer of assets or liabilities from the reorganized 

stock insurer or any subsidiaries of the reorganized stock insurer to the mutual 

insurance holding company;  

 

  (4) a list of the officers and directors of the mutual insurance holding 

company and the reorganized stock insurer;  

 

  (5) a biography of each officer and director of the mutual insurance 

holding company and the reorganized stock insurer; and  
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  (6) any other documents or i nformation requested by the 

Commissioner.  

 

 (i)  (1) Unless disapproved by the Commissioner, a plan of 

reorganization is approved:  

 

   (i)  on written notice from the Commissioner; or  

 

   (ii)  60 days after the plan and all information required under 

this section and under any regulations adopted in accordance with this section are 

submitted to the Commissioner.  

 

  (2) (i)  Subject to subparagraph (ii) of this paragraph, the 

Commissioner shall approve the plan of reorganization if the plan of reorganization:  

 

    1. complies with this section; and  

 

    2. is equitable to the mutual insurer õs members. 

 

   (ii)  In approving a plan of reorganization, the Commissioner 

may impose additional conditions and requirements that the Commissioner 

determines are neces sary to achieve the purposes of this section.  

 

  (3) At the expense of the mutual insurer, the Commissioner may 

retain a qualified expert who is not a part of the staff of the Commissioner to assist 

in reviewing the plan of reorganization.  

 

  (4) After wri tten notice to the mutual insurer, the Commissioner may 

hold a hearing on whether the plan of reorganization:  

 

   (i)  complies with this section; and  

 

   (ii)  is equitable to the mutual insurer õs members. 

 

 (j) (1) A mutual insurance holding company is subject to Title 7 of this 

article.  

 

  (2) The Commissioner may require the mutual insurance holding 

company to file annual statements with the Commissioner in the same manner as an 

insurer.  

 

  (3) The articles of incorporation and any amendments to suc h articles 

of the mutual insurance holding company are subject to the approval of the 

Commissioner in the same manner as those of an insurer.  
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 (k)  Compliance with the requirements for a plan of reorganization under 

this section exempts a mutual insurance holding company from the requirements of 

Title 7, Subtitle 3 of this article for the purpose of acquiring control of the reorganized 

stock insurer.  

 

 (l)  (1) A mutual insurance holding company:  

 

   (i)  may not dissolve or liquidate except through proceedin gs 

under Title 9 of this article; and  

 

   (ii)  shall be a party to any proceeding under Title 9 of this 

article involving a reorganized stock insurer that is a subsidiary of the mutual 

insurance holding company.  

 

  (2) In any proceeding under Title 9 invol ving a reorganized stock 

insurer that is a subsidiary of a mutual insurance holding company, the assets of the 

mutual insurance holding company shall be deemed to be assets of the estate of the 

reorganized stock insurer for purposes of satisfying the claim s of the reorganized 

stock insurer õs policyholders.  

 

 (m) A mutual insurance holding company may become a stock insurer in 

accordance with § 3-121 of this subtitle.  

 

 (n) The Commissioner may adopt regulations to enforce this section.  

 

§3ð122. 

 

 (a) Except as otherwise provided in this section, the provisions of the 

Corporations and Associations Article on the consolidation, merger, and share 

exchange of stock corporations apply to the consolidations, mergers, and share 

exchanges of domestic stock insurers and domestic and foreign stock insurers.  

 

 (b) The articles of consolidation, merger, or share exchange of stock insurers 

must be submitted to the Commissioner for examination and approval before the 

articles may be accepted for recor d by the Department of Assessments and Taxation.  

 

 (c) (1) Before approval of the articles of consolidation or merger, the 

Commissioner shall examine and review the affairs of the stock insurers involved in 

the consolidation or merger as the Commissioner f inds necessary or desirable.  

 

  (2) The Commissioner may hold a hearing on the proposed 

consolidation or merger after giving the notice that the Commissioner considers 

appropriate.  
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 (d) The Commissioner shall approve the articles of consolidation or merge r 

by written endorsement on them before they become operative if the Commissioner 

finds that:  

 

  (1) the articles comply with the Code; and  

 

  (2) the policyholders in the successor stock insurer are protected 

through adequate reserves and assets for losse s and claims then anticipated.  

 

 (e) The successor stock insurer shall bear all expenses in connection with 

proceedings conducted by the Commissioner under this section.  

 

§3ð123. 

 

 (a) (1) One or more mutual insurers organized under the laws of any 

state may consolidate or merge with one or more domestic mutual insurers to form a 

domestic mutual insurer.  

 

  (2) The successor mutual insurer may continue the corporate 

existence of one or more of the domestic parties to the consolidation or merger.  

 

 (b) (1) Mutual insurers consolidating or merging to form a domestic 

mutual insurer under this section shall enter into a written agreement that:  

 

   (i)  prescribes the terms and conditions of the consolidation or 

merger;  

 

   (ii)  states the name of the s uccessor mutual insurer; and  

 

   (iii)  includes the successor mutual insurer õs amended 

certificate of incorporation, which shall contain the provisions required by this article 

for the organization of a mutual insurer.  

 

  (2) The agreement shall be:  

 

   (i)  approved by the vote of a majority of the board of directors 

of each mutual insurer; and  

 

   (ii)  submitted to a meeting of members and approved by vote 

of at least two -thirds of those members of each mutual insurer who vote on the plan 

in person, by proxy, or by mail.  

 

  (3) Notice of the time, place, and purpose of the meeting shall be:  
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   (i)  mailed to the members of each mutual insurer not less than 

20 days before the date of the meeting; or  

 

   (ii)  published at least once a week for 3 success ive weeks in:  

 

    1. a newspaper printed in the county where each 

mutual insurer has its principal office; and  

 

    2. a newspaper printed in one of the two largest cities 

in each state where the successor mutual insurer will be licensed to do business.  

 

  (4) The agreement shall be:  

 

   (i)  executed in duplicate original under corporate seal by 

officers authorized to do so on behalf of each of the mutual insurers; and  

 

   (ii)  submitted, with evidence of its approval, to the 

Commissioner.  

 

  (5) If it app ears to the Commissioner that the requirements of this 

section have been complied with, the Commissioner shall certify approval of the 

agreement by endorsing it.  

 

  (6) A duplicate original of the agreement shall be filed with the 

Commissioner and a duplic ate original of the agreement shall be delivered to the 

successor mutual insurer.  

 

 (c) One or more domestic mutual insurers may consolidate or merge under 

the laws of any state with one or more foreign mutual insurers to form a successor 

mutual insurer un der the laws of one of the foreign states in which one of the mutual 

insurers has its domicile.  

 

 (d) (1) Each domestic mutual insurer consolidating or merging with a 

foreign mutual insurer shall follow the procedure required by subsection (b) of this 

section. 

 

  (2) Each foreign mutual insurer shall follow the procedure required 

by the state of its domicile with respect to a consolidation or merger.  

 

  (3) The Commissioner shall require a certificate of approval from the 

insurance supervisory official of t he state of domicile of each foreign insurer that is a 

party to the agreement certifying that the foreign insurer has complied with the laws 

of that state on consolidation or merger.  
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  (4) Parties to the agreement of consolidation or merger need not hold 

a certificate of authority in this State at the time of consolidation or merger if:  

 

   (i)  an application for a certificate of authority has been filed 

on behalf of the successor insurer, signed by each party to the agreement; and  

 

   (ii)  the Commissione r believes the successor insurer:  

 

    1. meets the applicable solvency requirements; and  

 

    2. has complied or agreed to comply with the laws of 

this State on the admission and authorization of foreign insurers.  

 

 (e) (1) An agreement of consolidation o r merger is effective:  

 

   (i)  on an effective date, if any, stated in the agreement, if the 

effective date is after the date of approval by the Commissioner; or  

 

   (ii)  on the date on which the last certificate of approval is 

executed by the insurance su pervisory official of the state of domicile of any of the 

parties to the agreement.  

 

  (2) Within 15 days after a consolidation or merger agreement 

becomes effective, a copy of the agreement shall be filed of record in a public office 

where articles of inc orporation are required to be filed by the laws of the state of 

domicile of any party to the agreement.  

 

 (f) After a consolidation or merger, the following conditions apply:  

 

  (1) the successor mutual insurer may require the return of the 

original polici es held by each policyholder in each of the mutual insurers consolidated 

or merged and may issue replacement policies as the policyholders may be entitled to 

receive; 

 

  (2) all rights and properties of the parties to the agreement shall 

accrue to and become the rights and properties of the successor mutual insurer, and 

the successor mutual insurer shall succeed to and assume all the obligations and 

liabilities of the consolidated or merged mutual insurers in the same manner as if 

incurred or contracted by the successor mutual insurer;  

 

  (3) the policyholders of the consolidated or merged mutual insurers 

shall continue to be subject to all the liabilities, claims, and demands existing against 

them at or before the consolidation or merger;  
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  (4) an action o r proceeding that is pending when the consolidation or 

merger occurs and to which any of the consolidated or merged mutual insurers is a 

party is not abated or discontinued because of the consolidation or merger, but the 

action or proceeding may be prosecu ted to final judgment as if the successor mutual 

insurer were substituted for any insurer consolidated or merged by order of the court 

in which the action or proceeding is pending;  

 

  (5) if the successor mutual insurer is a foreign insurer that must 

comply with the laws of this State on deposits that are required of a foreign insurer, 

all deposits that were made in this State by any mutual insurer that is a party to the 

consolidation or merger agreement shall be delivered to the successor mutual insurer; 

and 

 

  (6) for the purpose of complying with the requirements of law 

relating to the age of an insurer, the successor mutual insurer is deemed to have the 

age of the eldest mutual insurer that is a party to the consolidation or merger.  

 

 (g) (1) When an agr eement of consolidation or merger is filed, a 

certificate shall be filed with the Commissioner that sets forth all fees, commissions, 

or other compensation or valuable consideration paid or to be paid to any person for 

securing or promoting the consolidati on or merger.  

 

  (2) The certificate shall be:  

 

   (i)  signed by the president or a vice -president of each party to 

the agreement of consolidation or merger;  

 

   (ii)  attested by the secretary or an assistant secretary of each 

party to the agreement; and  

 

   (iii)  verified by affidavit.  

 

  (3) A director or officer of any insurer that is a party to a 

consolidation or merger may not receive, directly or indirectly, any fee, commission, 

or other compensation or valuable consideration for helping or promoting the 

consolidation or merger in any manner other than as stated in the agreement of 

consolidation or merger.  

 

 (h) (1) Before approval of an agreement of consolidation or merger, the 

Commissioner shall examine and review the affairs of the mutual insurers t hat are 

parties to the agreement as the Commissioner finds necessary or desirable.  
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  (2) The Commissioner may hold a hearing on the agreement after 

giving the notice that the Commissioner considers appropriate.  

 

  (3) The Commissioner shall approve the ag reement before it becomes 

operative if the Commissioner finds that:  

 

   (i)  the agreement complies with the Code; and  

 

   (ii)  the policyholders and members in the successor mutual 

insurer are protected through adequate reserves and assets for losses and c laims then 

anticipated.  

 

  (4) The successor mutual insurer shall bear all expenses in 

connection with proceedings conducted by the Commissioner under this subsection.  

 

§3ð123.1. 

 

 (a) Unless otherwise prohibited under this article and subject t o the prior 

approval of the Commissioner, one or more mutual insurers organized under the laws 

of any state may form a business combination with one or more domestic mutual 

insurers for the purpose of purchasing reinsurance or other financial services.  

 

 (b) (1) Mutual insurers forming a business combination under this 

section shall enter into a written agreement that prescribes the terms and conditions 

of the business combination.  

 

  (2) The agreement shall be approved by the vote of the majority of 

the board of directors of each mutual insurer.  

 

 (c) The Commissioner may adopt regulations concerning the formation of 

business combinations under this section.  

 

§3ð124. 

 

 (a) A domestic stock insurer may reinsure with another insurer all or 

substant ially all of its insurance in force or a major class of its insurance in force by 

an agreement of bulk reinsurance.  

 

 (b) (1) An agreement of bulk reinsurance is not effective unless it is filed 

with and approved by the Commissioner.  

 

  (2) The Commissione r shall approve the agreement within a 

reasonable time after it is filed unless the Commissioner finds that the agreement:  
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   (i)  is inequitable to the stockholders of the domestic stock 

insurer; or  

 

   (ii)  would substantially reduce the protection of or  service to 

the policyholders of the domestic stock insurer.  

 

  (3) If the Commissioner does not approve the agreement, the 

Commissioner shall notify the domestic stock insurer in writing of the disapproval 

and specify the reasons for disapproval.  

 

§3ð125. 

 

 (a) After compliance with this section, a domestic mutual insurer may 

reinsure with a stock insurer or mutual insurer all or substantially all of its insurance 

in force or a major class of its insurance in force by an agreement of bulk reinsu rance. 

 

 (b) (1) An agreement of bulk reinsurance is not effective unless it is filed 

with and approved by the Commissioner in writing after a hearing.  

 

  (2) The Commissioner shall approve the agreement within a 

reasonable time after it is filed if the Co mmissioner finds that the agreement:  

 

   (i)  is equitable to each domestic insurer involved; and  

 

   (ii)  would not reduce substantially the protection of or service 

to the policyholders of each domestic insurer involved.  

 

  (3) If the Commissioner does no t approve the agreement, the 

Commissioner shall notify each insurer involved in writing of the disapproval and 

specify the reasons for disapproval.  

 

 (c) (1) In accordance with reasonable notice and procedure approved by 

the Commissioner, the plan and agre ement for bulk reinsurance must be approved 

by vote of at least two -thirds of each domestic mutual insurer õs members who vote on 

the agreement at meetings of the members called for that purpose.  

 

  (2) For a life insurer, the right to vote may be lim ited to members 

with policies, other than term or group policies, that have been in force for more than 

1 year. 

 

 (d) (1) If the agreement is for reinsurance of a mutual insurer in a stock 

insurer, the agreement must provide for payment in cash to each mem ber of the 

insurer who is entitled to payment as on conversion of a mutual insurer to a stock 

insurer under § 3-121 of this subtitle.  
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  (2) Each member shall be paid the member õs equity in the insurance 

that is reinsured as determined under a f air formula approved by the Commissioner.  

 

  (3) Each memberõs equity shall be based on the member õs equity in 

the reserves, assets, whether or not admitted assets, and surplus, if any, of the 

mutual insurer to be taken over by the stock insure r.  

 

§3ð126. 

 

 (a) (1) A foreign insurer authorized to engage in the insurance business 

in the State may become a domestic insurer by:  

 

   (i)  complying with all requirements of the law relating to the 

formation and organization of a domestic ins urer; and  

 

   (ii)  designating its principal place of business in the State.  

 

  (2) On becoming a domestic insurer, the insurer:  

 

   (i)  is entitled to the certificates and licenses to transact 

insurance business in this State that are issued to domestic i nsurers;  

 

   (ii)  shall be recognized in all respects as an insurer formed 

under the laws of this State as of the date of authorization as an insurer in its original 

domiciliary state; and  

 

   (iii)  is subject to the authority and jurisdiction of the State . 

 

 (b) (1) When a foreign insurer authorized to engage in the insurance 

business in this State transfers its corporate domicile to this State or another state 

by merger, consolidation, or other lawful method, the certificate of authority, 

appointments of agents, rates, and other issues that are subject to the 

Commissionerõs approval and that are in existence at the time of the transfer remain 

in effect after the transfer if the insurer at all times remains qualified to engage in 

the insurance busines s in this State.  

 

  (2) All outstanding policies of a transferring insurer remain in effect 

and need not be endorsed with the new name of the insurer or the new domiciliary 

and location of the insurer unless the Commissioner so orders.  

 

  (3) A transferrin g insurer:  
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   (i)  may file new policy forms with the Commissioner on or 

before the effective date of the transfer; or  

 

   (ii)  if allowed by and under conditions approved by the 

Commissioner, may use any existing policy form previously filed with the 

Commissioner with appropriate endorsements.  

 

  (4) A foreign insurer that transfers its domicile to another state shall:  

 

   (i)  notify the Commissioner of the details of the proposed 

transfer; and  

 

   (ii)  file promptly with the Commissioner any resulting 

amendments to corporate documents and other items on file with the Commissioner.  

 

§3ð127. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òOffer to sell ó has the meaning stated in the Maryland Securitie s 

Act.  

 

  (3) òRegisteró means to register securities with the Division of 

Securities in the Office of the Attorney General in accordance with §§ 11ð502 and 11ð

504 of the Corporations and Associations Article.  

 

  (4) òSaleó has the meaning stated in the Maryland Securities Act.  

 

 (b) (1) The filing requirements of subsections (c) and (d) of this section 

apply to a person that engages in, proposes to engage in, or assists in the promotion 

or formation of:  

 

   (i)  a domestic insurer;  

 

   (ii)  an insurance holding corporation; or  

 

   (iii)  a corporation that finances:  

 

    1. a domestic insurer or the production of its business; 

or 

 

    2. an insurance holding corporation or the production 

of its business.  
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  (2) This section does not apply to a person that is or will be an 

affiliate of an authorized insurer that is a member of an insurance holding company 

registered with the Commissioner under § 7ð601 of this article.  

 

 (c) Within 5 days after a registrat ion is filed with the Division of Securities, 

a person that is required to register a proposed sale or offer to sell securities under 

the Maryland Securities Act shall file with the Commissioner a copy of that 

registration.  

 

 (d) At least 30 days before th e proposed sale or offer to sell securities, a 

person that is exempt under § 11ð602(9) and (10) of the Corporations and 

Associations Article from the registration requirements of §§ 11ð502 and 11ð504 of 

the Corporations and  Associations Article shall file with the Commissioner the 

information otherwise required by § 11ð502 or § 11ð504 of the Corporations and 

Associations Article.  

 

 (e) (1) If the Commissioner determines that a person has engaged in or 

is about to engage in an act or practice that violates this section, the Commissioner, 

without notice and before a hearing, may issue and cause to be served on the person 

an order to cease and desist from engaging in the acts for which filing is required 

under this section.  

 

  (2) (i)  Unless postponed by mutual consent of the parties, the 

Commissioner shall hold a hearing within 30 days after the date of the order.  

 

   (ii)  The Commissioner shall provide notice of the hearing to 

each party.  

 

 (f) The Commiss ioner has the enforcement powers listed in §§ 2ð201 and 

2ð203 of this article.  

 

 (g) (1) In addition to any penalty otherwise applicable under this article, 

the Commissioner may impose a civil penalty not exceeding $500 for each viola tion 

of this section.  

 

  (2) Each day a violation of this section continues is a separate 

violation.  

 

§3ð128. 

 

 (a) In this section, òreciprocating state ó means a state under the laws of 

which a prohibition on solicitation similar to  that imposed against domestic insurers 

under this section is imposed on and enforced against insurers domiciled in that state.  
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 (b) A domestic insurer may not knowingly solicit insurance business in a 

reciprocating state in which the domestic insurer is not licensed as an authorized 

insurer.  

 

 (c) This section does not prohibit advertising through publication or by 

radio, television, or other broadcasts originating outside the reciprocating state if:  

 

  (1) the insurer is licensed to engage in the insuran ce business in a 

majority of the states in which the advertising is disseminated; and  

 

  (2) the advertising is not specifically directed to residents of the 

reciprocating state.  

 

 (d) This section does not prohibit:  

 

  (1) insurance covering persons or ri sks located in a reciprocating 

state under contracts solicited and issued in states in which the insurer is then 

licensed; or  

 

  (2) insurance effectuated by the insurer as an unauthorized insurer 

under the laws of the reciprocating state.  

 

 (e) If the Com missioner finds, after a hearing, that a domestic insurer has 

violated this section, the Commissioner shall suspend or revoke the certificate of 

authority of the domestic insurer.  

 

§3ð201. 

 

 In this subtitle, òsubscriberó means a person that exchanges a mutual 

agreement of indemnity with other persons through a common attorney in fact.  

 

§3ð202. 

 

 Except as expressly provided otherwise in this subtitle, this subtitle applies to 

foreign reciprocal insurers and to domestic rec iprocal insurers.  

 

§3ð203. 

 

 (a) A reciprocal insurer may be authorized to engage in the insurance 

business if the reciprocal insurer meets the requirements of this section and is 

otherwise in compliance with the applicable provisions of this ar ticle.  

 

 (b) To write assessable policies, a reciprocal insurer must have surplus 

funds of not less than:  
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  (1) $375,000 for one kind of insurance business; and  

 

  (2) $750,000 for two or more kinds of insurance business.  

 

 (c) To write nonassessable poli cies, a reciprocal insurer must:  

 

  (1) have surplus funds of not less than:  

 

   (i)  $750,000 for one kind of insurance business; and  

 

   (ii)  $1,500,000 for two or more kinds of insurance business; 

and 

 

  (2) comply with the deposit requirements of § 4-106 of this article.  

 

§3ð204. 

 

 (a) Twenty -five or more persons domiciled in the State may organize a 

domestic reciprocal insurer and may apply to the Commissioner for a certificate of 

authority to engage in the insurance business as a recipr ocal insurer.  

 

 (b) The proposed attorney in fact of the reciprocal insurer shall fulfill the 

requirements of and shall execute, verify under oath, and file with the Commissioner 

when applying for a certificate of authority, a declaration that includes:  

 

  (1) the name of the reciprocal insurer;  

 

  (2) the location of the reciprocal insurer õs principal office and of any 

other office from which policies will be issued;  

 

  (3) each kind of insurance business in which the reciprocal insurer 

intends to en gage; 

 

  (4) the appointment of the Commissioner as agent for service of 

process in accordance with § 4-107 of this article;  

 

  (5) the name and address of each original subscriber;  

 

  (6) the appointment of the proposed attorney in fact and a copy of  the 

power of attorney;  
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  (7) the name and address of each officer and each director of the 

attorney in fact, if the attorney in fact is a corporation, or of each member of the 

attorney in fact, if the attorney in fact is a firm;  

 

  (8) the powers of the subscribersõ advisory committee;  

 

  (9) the name and term of office of each member of the subscribers õ 

advisory committee;  

 

  (10) a statement that, after deducting any sum payable to the attorney 

in fact, all money paid to the reciprocal insur er shall be held in the name of the 

reciprocal insurer for the purposes stated in the subscribers' agreement;  

 

  (11) a copy of the subscribers' agreement;  

 

  (12) a statement that:  

 

   (i)  each original subscriber has applied in good faith for 

insurance o f a kind in which the reciprocal insurer intends to engage; and  

 

   (ii)  the reciprocal insurer has received from each original 

subscriber the full premium or premium deposit required for the policy applied for, 

for a term of not less than 6 months, at a r ate that has been filed with and approved 

as adequate by the Commissioner;  

 

  (13) a statement of the financial condition of the reciprocal insurer, a 

schedule of its assets, and a statement that the surplus required by § 3-203 of this 

subtitle is ava ilable; and  

 

  (14) a copy of each policy, endorsement, and application form that the 

reciprocal insurer proposes to issue or use.  

 

 (c) When applying for a certificate of authority, the proposed attorney in 

fact shall pay to the Commissioner the applicabl e fee required by § 2-112 of this 

article.  

 

§3ð205. 

 

 (a) (1) When filing the declaration required by § 3-204 of this subtitle, 

the attorney in fact of a domestic reciprocal insurer shall file with the Commissioner 

a bond that:  

 

   (i)  is in favor of the State for the benefit of all persons 

damaged as a result of a breach of the conditions of the bond by the attorney in fact;  
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   (ii)  is in the penal sum of $100,000;  

 

   (iii)  is aggregate in form;  

 

   (iv)  is executed by the attorney i n fact and an authorized 

corporate surety insurer; and  

 

   (v) is conditioned that the attorney in fact:  

 

    1. will account faithfully for all money and other 

property of the reciprocal insurer that comes into the possession of the attorney in 

fact; and  

 

    2. will not withdraw or appropriate for the use of the 

attorney in fact from the funds of the reciprocal insurer, any money or property to 

which the attorney in fact is not entitled under the power of attorney.  

 

  (2) The bond is subject to the approv al of the Commissioner.  

 

 (b) (1) An action on the bond of the attorney in fact may be brought at 

any time by:  

 

   (i)  one or more subscribers who suffer loss through a violation 

of the conditions of the bond; or  

 

   (ii)  a receiver or liquidator of the re ciprocal insurer.  

 

  (2) Any amount recovered in the action shall be deposited in the 

funds of the reciprocal insurer.  

 

  (3) The total liability of the surety insurer under the bond may not 

exceed the penal sum of the bond.  

 

 (c) The bond shall provide th at the surety insurer may not cancel the bond 

unless the surety insurer gives written notice of cancellation to the attorney in fact 

and the Commissioner at least 30 days before canceling the bond.  

 

§3ð206. 

 

 After payment of the applicable fee required by § 2-112 of this article, the 

Commissioner shall issue to the attorney in fact of each reciprocal insurer that meets 

the requirements of this subtitle a certificate of authority in the name of the 

reciprocal insurer.  
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§3ð207. 

 

 (a) A certificate of authority authorizes a reciprocal insurer to engage in one 

kind or a combination of kinds of insurance business, except for life insurance and 

health insurance other than as supplementary coverage in policies of liability 

insurance.  

 

 (b) A certificate of authority authorizes a reciprocal insurer to purchase 

reinsurance and grant reinsurance as to any kind of insurance business in which the 

reciprocal insurer is authorized to engage.  

 

§3ð208. 

 

 In addition to any other grounds  for denial, suspension, or revocation of a 

certificate of authority, the Commissioner may deny, suspend, or revoke a certificate 

of authority if the attorney in fact of a reciprocal insurer fails to comply with any 

provision of this article.  

 

§3ð209. 

 

 A reciprocal insurer:  

 

   (1) shall have and use a business name that includes the word 

òreciprocaló, òinterinsurer ó, òinterinsurance ó, òexchangeó, òunderwriters ó, or 

òunderwriting ó; and 

 

  (2) may sue and be sued in its own name.  

 

§3ð210. 

 

 The annual statement of a reciprocal insurer shall:  

 

   (1) be made and filed by the attorney in fact of the reciprocal insurer; 

and 

 

  (2) be supplemented by any additional info rmation required by the 

Commissioner about the affairs and transactions of the attorney in fact as they relate 

to the reciprocal insurer.  

 

§3ð211. 

 

 (a) The Commissioner shall determine the financial condition of a reciprocal 

insurer in accordan ce with this section.  
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 (b) (1) The surplus deposits of subscribers shall be allowed as assets, 

except that any premium deposits that are delinquent for 90 days or more shall be 

charged first against the surplus deposits.  

 

  (2) Premium deposits that are d elinquent for less than 90 days shall 

be allowed as assets. 

 

  (3) An assessment levied on subscribers, but not collected, may not 

be allowed as an asset.  

 

  (4) The contingent liability of subscribers may not be allowed as an 

asset. 

 

 (c) (1) The Commissi oner shall charge as liabilities the same reserves as 

are required of incorporated insurers that issue nonassessable policies on a reserve 

basis. 

 

  (2) The surplus deposits of subscribers may not be charged as a 

liability.  

 

 (d) The computation of reserve s shall be based on premium deposits other 

than membership fees.  

 

 (e) At any time, the Commissioner may require the attorney in fact of a 

reciprocal insurer to submit an affidavit that shows the amount of annual savings, 

not already credited to subscriber s, that are due but not paid.  

 

§3ð212. 

 

 (a) The attorney in fact of a reciprocal insurer may be an individual, firm, 

or corporation.  

 

 (b) The attorney in fact of a foreign or alien reciprocal insurer that is 

authorized to engage in the insuran ce business in the State is not considered to be 

doing business in the State within the meaning of any law of the State that applies 

to foreign firms or corporations merely because the attorney in fact performs its 

duties as attorney in fact with respect t o the reciprocal insurer's transactions in the 

State.  

 

 (c) The attorney in fact of a reciprocal insurer has the rights and powers 

provided in the power of attorney given the attorney in fact by the subscribers.  
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 (d) The terms of a power of attorney or ag reement collateral to the power of 

attorney must be reasonable and equitable.  

 

 (e) The power of attorney must state:  

 

  (1) the powers of the attorney in fact;  

 

  (2) that the attorney in fact is authorized to accept service of process 

on behalf of the re ciprocal insurer in an action against the reciprocal insurer on 

contracts exchanged;  

 

  (3) the general services to be performed by the attorney in fact;  

 

  (4) the maximum amount to be deducted from advance premiums or 

deposits to be paid to the attorney in fact and the general items of expense in addition 

to losses, to be paid by the reciprocal insurer; and  

 

  (5) except as to nonassessable policies, a provision for a contingent 

several liability of each subscriber in the amount specified in § 3-216 of this subtitle.  

 

 (f) The power of attorney may:  

 

  (1) provide for the right of substitution of the attorney in fact and 

revocation of the power of attorney;  

 

  (2) restrict the exercise of the power of attorney as agreed by the 

subscribers;  

 

  (3) prov ide for the exercise of any right reserved to the subscribers 

directly or through their advisory committee; and  

 

  (4) contain any other lawful provisions considered advisable.  

 

 (g) For a domestic reciprocal insurer, a power of attorney or agreement 

collateral to the power of attorney is not effective and may not be used until approved 

by the Commissioner.  

 

§3ð213. 

 

 (a) An individual, partnership, or corporation of the State may make 

application, enter into agreement for, hold policies or contr acts in or with, and be a 

subscriber of a domestic, foreign, or alien reciprocal insurer.  
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 (b) (1) In addition to the powers specified in its articles of incorporation, 

a corporation organized under the laws of the State has full power as a subscriber to 

exchange insurance contracts through a domestic, foreign, or alien reciprocal insurer.  

 

  (2) The right to exchange insurance contracts through a reciprocal 

insurer is:  

 

   (i)  incidental to the purposes for which the corporation is 

organized; and  

 

   (ii)  as fully granted as the powers expressly conferred on the 

corporation.  

 

 (c) Governments, governmental units, states, political subdivisions of 

states, boards, associations, estates, trustees, and fiduciaries may exchange 

reciprocal insurance contracts wi th each other and with individuals, partnerships, 

and corporations to the same extent that individuals, partnerships, and corporations 

may exchange reciprocal insurance contracts.  

 

 (d) An officer, representative, trustee, receiver, or legal representative  of a 

subscriber shall be recognized as acting for or on behalf of the subscriber for the 

purpose of a reciprocal insurance contract and in that capacity is not personally liable 

on the reciprocal insurance contract.  

 

§3ð214. 

 

 (a) The advisory committee of a domestic reciprocal insurer that exercises 

the subscribers' rights shall be chosen under rules that the subscribers adopt.  

 

 (b) Not less than two -thirds of the advisory committee shall be subscribers 

other than the attorney in fact of the r eciprocal insurer or a person employed by, 

representing, or having a financial interest in the attorney in fact.  

 

 (c) The advisory committee shall:  

 

  (1) supervise the finances of the reciprocal insurer;  

 

  (2) supervise the operations of the reciprocal insurer to ensure 

compliance with the subscribers' agreement and power of attorney;  

 

  (3) procure the audit of the accounts and records of the reciprocal 

insurer and of the attorney in fact at the expense of the reciprocal insurer; and  
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  (4) have any add itional powers and functions as conferred by the 

subscribersõ agreement.  

 

§3ð215. 

 

 (a) Modification of the terms of the subscribers' agreement or power of 

attorney of a domestic reciprocal insurer shall be made jointly by the attorney in fact 

of the reciprocal insurer and the subscribers' advisory committee.  

 

 (b) A modification described in subsection (a) of this section is not effective 

retroactively and does not apply to an insurance contract issued before the 

modification.  

 

§3ð216. 

 

 (a) (1) Except as to a nonassessable policy, each subscriber has a 

contingent assessment liability, in the amount stated in the power of attorney or 

subscriberõs agreement, for payment of losses and expenses incurred while the 

subscriber's policy is in force.  

 

  (2) The liability of each subscriber, other than as to a nonassessable 

policy, for the obligations of the reciprocal insurer is individual, several, and 

proportionate and is not joint.  

 

 (b) (1) The contingent liability of each subsc riber shall be at the rate of 

not less than one additional annual premium or premium deposit stated in the policy 

but not more than 10 times the annual premium or premium deposit.  

 

  (2) The maximum total contingent liability shall be calculated as set 

for th in § 3-217(e) of this subtitle.  

 

 (c) Each assessable policy issued by a reciprocal insurer shall contain a 

statement of the contingent liability.  

 

§3ð217. 

 

 (a) Assessments periodically may be levied on the subscribers of a domestic 

reciprocal insurer liable for assessments, as allowed by the terms of the subscribers õ 

policies, by:  

 

  (1) the attorney in fact of the reciprocal insurer, after approval by the 

subscribersõ advisory committee and the Commissioner; or  

 

  (2) the Commissioner, in liquidation of the reciprocal insurer.  
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 (b) (1) Subject to paragraph (3) of this subsection, each subscriber's 

share of a deficiency for which an assessment is made shall be calculated by 

multiplying:  

 

   (i)  the premium earned on the subs criber's policy during the 

period covered by the assessment; by  

 

   (ii)  the ratio of the total deficiency to the total premiums 

earned during that period on all policies subject to the assessment.  

 

  (2) For purposes of calculating the earned premium unde r this 

section: 

 

   (i)  the gross premium received by the reciprocal insurer for 

the policy shall be used as a base; and  

 

   (ii)  deductions may be taken from the gross premium only for 

charges that do not recur on the renewal or extension of the policy.  

 

  (3) Each subscriber's share of a deficiency may not exceed the 

subscriber's total contingent liability under subsection (e) of this section.  

 

 (c) A subscriber may not have an offset against an assessment for which 

the subscriber is liable because of a c laim for an unearned premium or loss payable.  

 

 (d) Each subscriber of a domestic reciprocal insurer with contingent 

liability is liable for and shall pay the subscriber õs share of an assessment as 

calculated and limited in accordance with this subti tle if, while the subscriber õs policy 

is in force or within 3 years after its termination:  

 

  (1) the subscriber is notified by the attorney in fact of the reciprocal 

insurer or the Commissioner of the intent to levy the assessment; or  

 

  (2) an order is issued that directs the reciprocal insurer to show cause 

why a receiver, conservator, rehabilitator, or liquidator of the reciprocal insurer 

should not be appointed.  

 

 (e) One policy or a subscriber to one policy may not be assessed or charged 

with a total contingent liability for obligations incurred by a domestic reciprocal 

insurer in one calendar year, in excess of the amount set forth in the power of attorney 

or subscribersõ agreement calculated solely on the premium earned on the policy 

duri ng that year.  
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§3ð218. 

 

 (a) If a reciprocal insurer has a surplus of assets over all liabilities at least 

equal to the minimum capital stock and surplus required of a domestic stock insurer 

authorized to engage in like kinds of insurance busine ss, on application of the 

attorney in fact of the reciprocal insurer and as approved by the subscribers' advisory 

committee, the Commissioner shall issue a certificate that authorizes the reciprocal 

insurer to:  

 

  (1) extinguish the contingent liability of  subscribers under its policies 

then in force in the State; and  

 

  (2) omit provisions that impose contingent liability in all policies 

delivered or issued for delivery in the State as long as the surplus remains 

unimpaired.  

 

 (b) (1) The Commissioner may not authorize a domestic reciprocal 

insurer to extinguish the contingent liability of any of its subscribers or in any of its 

policies to be issued unless the reciprocal insurer qualifies to extinguish and does 

extinguish the contingent liability of all of  its subscribers and in all of its policies for 

all kinds of insurance that the reciprocal insurer transacts.  

 

  (2) Notwithstanding paragraph (1) of this subsection, if required by 

the laws of another state in which the domestic reciprocal insurer is auth orized to 

transact insurance, the domestic reciprocal insurer:  

 

   (i)  may issue policies that provide for the contingent liability 

of its subscribers who acquire policies in that state; and  

 

   (ii)  need not extinguish the contingent liability applicable to 

policies then in force in that state.  

 

 (c) (1) If the surplus described in subsection (a) of this section becomes 

impaired, the Commissioner immediately shall revoke the certificate that authorizes 

the reciprocal insurer to issue nonassessable policies . 

 

  (2) The revocation does not subject a policy then in force to contingent 

liability for the remainder of the period for which the premium has been paid.  

 

  (3) After revocation of authority to issue nonassessable policies, a 

reciprocal insurer may not issue or renew a policy without providing for the 

contingent liability of the subscriber.  

 

§3ð219. 
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 (a) (1) The attorney in fact of a reciprocal insurer:  

 

   (i)  periodically may fix and determine savings to be paid to 

each subscriber or policy holder on participating policies or contracts from the earned 

surplus of the reciprocal insurer; and  

 

   (ii)  after doing so, shall establish an adequate surplus from 

which the savings are to be paid.  

 

  (2) The attorney in fact may not fix or pay savings if the payment of 

savings will impair the minimum surplus or other required surplus of the reciprocal 

insurer.  

 

 (b) (1) In fixing or paying savings, the attorney in fact may make 

reasonable classifications of policies or contracts.  

 

  (2) Policies or cont racts in the same classification shall be treated 

without unfair discrimination.  

 

  (3) If the reciprocal insurer offers an alternative method or plan for 

savings classifications, the policy or contract shall contain an endorsement that states 

the class to  which it is assigned.  

 

 (c) Each reciprocal insurer shall establish a procedure for notifying each 

policyholder or subscriber about savings fixed and payable under the policyholder õs 

or subscriber's policy or contract.  

 

§3ð220. 

 

 (a) This  section does not apply to bank loans or to loans for which security 

is given.  

 

 (b) The attorney in fact of a domestic reciprocal insurer or another person 

may advance to the reciprocal insurer on reasonable terms any money that the 

reciprocal insurer req uires periodically in its operations.  

 

 (c) (1) The money advanced to a reciprocal insurer:  

 

   (i)  may not be treated as a liability of the reciprocal insurer; 

and 
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   (ii)  except on liquidation of the reciprocal insurer, may be 

withdrawn or repaid only o ut of the reciprocal insurer's realized earned surplus in 

excess of its minimum required surplus.  

 

  (2) A withdrawal or repayment may be made only with the previous 

approval of the Commissioner.  

 

§3ð221. 

 

 (a) A domestic reciprocal insurer may merge with another reciprocal 

insurer or be converted to a stock insurer or mutual insurer if:  

 

  (1) at least two -thirds of the subscribers who vote on the merger or 

conversion after notice vote in favor of the merger or conversion; and  

 

  (2) the Commiss ioner approves the terms of the merger or 

conversion. 

 

 (b) The Commissioner may not approve a plan for merger or conversion 

unless: 

 

  (1) the plan is equitable to subscribers; and  

 

  (2) for conversion to a stock insurer, the plan gives each subscriber:  

 

   (i)  preferential right to acquire stock of the proposed stock 

insurer proportionate to the subscriber's interest in the reciprocal insurer; and  

 

   (ii)  a reasonable length of time to exercise the preferential 

right.  

 

 (c) If a domestic reciprocal insu rer converts to a stock insurer or mutual 

insurer, the successor stock insurer or mutual insurer is subject to the same capital 

or surplus requirements and has the same rights as a like domestic insurer that 

transacts like kinds of insurance business.  

 

§3ð222. 

 

 (a) If the assets of a reciprocal insurer at any time are insufficient to 

maintain the required surplus and to discharge its liabilities, other than a liability 

on account of money contributed by the attorney in fact or another person, th e 

attorney in fact of a reciprocal insurer immediately shall:  

 

  (1) make up the deficiency; or  
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  (2) subject to the limitations set forth in the power of attorney or 

subscribersõ policies, levy an assessment on the subscribers for the amount needed  to 

cure the deficiency.  

 

 (b) A reciprocal insurer is considered insolvent and shall be proceeded 

against as authorized by this article if:  

 

  (1) the attorney in fact fails to cure the deficiency or to make the 

assessment within 30 days after the Commiss ioner orders the attorney in fact to do 

so; or 

 

  (2) the deficiency is not cured fully within 60 days after the date the 

assessment was made. 

 

 (c) If liquidation of a reciprocal insurer is ordered, an assessment shall be 

levied on the subscribers in the amount, subject to the limits provided by this subtitle, 

that the Commissioner determines to be necessary to discharge all liabilities of the 

reciprocal insurer, excluding any money contributed by the attorney in fact or another 

person, but including the r easonable cost of the liquidation.  

 

§3ð301. 

 

 (a) In this subtitle the following words have the meanings indicated.  

 

 (b) òActó means the federal Nonadmitted and Reinsurance Reform Act of 

2010. 

 

 (c) òAdmitted insurer ó means an insurer that is authorized to engage in the 

business of insurance in the State.  

 

 (d) òExempt commercial purchaser ó has the meaning stated in § 527 of the 

Act.  

 

 (e) òHome stateó has the meaning stated in § 527 of the Act.  

 

 (f) òNonadmitted insurance ó means property and casualty insurance that 

may be placed directly or through a surplus lines broker with a nonadmitted insurer 

that is eligible to accept the insurance.  

 

 (g) (1) òNonadmitted insurer ó means an insurer that is not authorized 

to engage in the business of insurance in the State.  

 

  (2) òNonadmitted insurer ó does not include a risk retention group.  
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 (h) òQualified surplus lines broker ó means a person that has  obtained a 

certificate of qualification from the Commissioner to act as a surplus lines broker 

under this subtitle.  

 

§3ð302. 

 

 (a) This subtitle does not apply to:  

 

  (1) life insurance;  

 

  (2) health insurance, except as provided in subsection  (c) of this 

section; 

 

  (3) annuities;  

 

  (4) reinsurance;  

 

  (5) wet marine and transportation insurance, except as provided in 

subsection (b) of this section;  

 

  (6) insurance on a subject that is located, resident, or to be performed 

wholly outside the  State;  

 

  (7) insurance on vehicles or aircraft owned and principally garaged 

outside the State;  

 

  (8) insurance on property or operation of railroads engaged in 

interstate commerce;  

 

  (9) insurance:  

 

   (i)  on aircraft owned or operated by aircraft man ufacturers or 

operated in scheduled interstate flight;  

 

   (ii)  on cargo of the aircraft described in item (i) of this item; or  

 

   (iii)  against liability arising out of the ownership, maintenance, 

or use of the aircraft described in item (i) of this item , other than workers õ 

compensation or employer õs liability; or  

 

  (10) medical stopðloss insurance, as defined in § 15ð129 of this article.  

 

 (b) This subtitle applies to wet marine and transportation insurance on:  
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  (1) a pleasure craft under 60 feet in length that is owned and used 

for pleasure and not for business, hire, or other commercial use;  

 

  (2) fishing vessels under 50 gross tons that are not part of a fleet of 3 

or more vessels; and 

 

  (3) charter or head boats unde r 50 gross tons that are not part of a 

fleet of 3 or more vessels.  

 

 (c) Subject to § 3ð306.2 of this subtitle, this subtitle applies to:  

 

  (1) disability insurance that:  

 

   (i)  provides for lost income, revenue, or proceeds in the event 

that an illness, accident, or injury results in a disability that impairs an insured õs 

ability to work or otherwise generate income, revenue, or proceeds that the insurance 

is intended to replace; and  

 

   (ii)  does not include payment for medical expenses , 

dismemberment, or accidental death; and  

 

  (2) shortðterm medical insurance that provides limited health 

insurance benefits for a limited period of time to:  

 

   (i)  residents of the United States who travel to another 

country within 30 days after t he effective date of coverage; and  

 

   (ii)  residents of another country who:  

 

    1. travel to the United States within 30 days after the 

effective date of coverage; and  

 

    2. are not traveling to the United States for the 

purpose of attending an instit ution of higher education, as defined in § 10ð101 of the 

Education Article.  

 

§3ð303. 

 

 Except as provided in § 3-319(b) of this subtitle, this subtitle does not limit the 

right of a surplus lines broker to place surplus lines ins urance with an alien insurer 

that has qualified with the nonadmitted insurer information office of the National 

Association of Insurance Commissioners.  

 



 

 - 119 - 

§3ð304. 

 

 The Commissioner may adopt reasonable regulations consistent with this 

subtitle to : 

 

  (1) carry out this subtitle;  

 

  (2) establish procedures for determining the eligibility of particular 

proposed coverages for placement with surplus lines insurers and maintain a list of 

the identified coverages;  

 

  (3) allow an exempt commercial purc haser to waive the diligent 

search requirement under § 3ð306 of this subtitle for the procurement of a surplus 

lines insurance policy;  

 

  (4) provide for the content and use of the written disclosure required 

under § 3ð308 of this sub title; and  

 

  (5) provide for the periodic review, no less than annually, of 

information from surplus lines brokers, agents, and insurers and from other sources 

concerning the availability and affordability of insurance from authorized insurers in 

the Stat e. 

 

§3ð305. 

 

 A report, affidavit, or return that must be filed under this subtitle complies 

with the filing requirement if the report, affidavit, or return is:  

 

   (1) mailed and postmarked by the United States Postal Service on or 

before the f iling date;  

 

  (2) delivered on or before the filing date to a private delivery service 

recognized by the Commissioner, if the delivery is evidenced by a receipt; or  

 

  (3) transmitted electronically on or before the filing date in a manner 

approved by the  Commissioner.  

 

§3ð306. 

 

 (a) Surplus lines insurance may be procured from an unauthorized insurer 

if:  

 

  (1) for surplus lines insurance procured through a broker, the 

surplus lines insurance is procured through a qualified surplus lines broker ; 
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  (2) subject to the provisions of § 3ð306.1 of this subtitle, a diligent 

search is made among the authorized insurers that are writing the particular kind 

and class of insurance in the State;  

 

  (3) except for insurance against liability of persons described in § 24ð

206(1) of this article, the amount of surplus lines insurance procured from an 

unauthorized insurer is only the excess over the amount that can be procured from 

authorized insurers;  

 

  (4) for insurance against liabilit y of persons described in § 24ð206(1) 

of this article, the insurance cannot be obtained from three or more authorized 

insurers that are writing on a broad basis that particular kind and class of insurance;  

 

  (5) except as provided in subsection  (b) of this section, the surplus 

lines insurance is not procured:  

 

   (i)  solely to obtain a lower premium rate than would be 

accepted by an authorized insurer;  

 

   (ii)  solely to obtain more favorable terms of the insurance 

contract; or  

 

   (iii)  to repl ace coverage on residential property which is 

insured by an authorized insurer and for which a renewal offer has been made on 

substantially the same terms and conditions as the current coverage; and  

 

  (6) there is compliance with other applicable provisio ns of this 

subtitle.  

 

 (b) This subtitle does not prohibit a lower premium rate or more favorable 

terms in the insurance contract of an unauthorized insurer if:  

 

  (1) the risk is eligible as surplus lines under subsection (a)(2), (3), 

and (4) of this sect ion; or  

 

  (2) the applicant qualifies as an exempt commercial purchaser who 

may waive the diligent search that is otherwise required under this section.  

 

 (c) (1) This section does not prohibit a surplus lines broker from 

renewing a risk with a surplus li nes insurer if the risk was initially written on a 

surplus lines basis when there were fewer than three authorized insurers actually 

writing on a broad basis the particular kind and class of insurance to provide coverage 

against liability of persons descri bed in § 24ð206(1) of this article in the State.  
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  (2) However, even if on the date of renewal three or more authorized 

insurers are writing on a broad basis the particular kind and class of insurance 

required by the insured, a risk initially e ligible for surplus lines insurance may be 

renewed on a surplus lines basis if the surplus lines insurer, licensed insurance 

producer, or surplus lines broker gives to the insured appropriate notice of the 

possible availability of comparable types of insur ance being written by three or more 

authorized insurers:  

 

   (i)  each year; and 

 

   (ii)  sufficiently in advance of the renewal date to allow the 

insured to determine whether to renew the policy with the surplus lines insurer.  

 

 (d) The Commissioner shall participate in the National Insurance Producer 

Database maintained by the National Association of Insurance Commissioners and 

its affiliates and subsidiaries.  

 

§3ð306.1. 

 

 (a) (1) A diligent search required by § 3ð306 of this subtitle  shall be 

deemed completed if:  

 

   (i)  the insured or the surplus lines broker or insurance 

producer obtains declinations of a risk from three authorized insurers that are 

writing the particular kind and class of insurance in this State; and  

 

   (ii)  the declinations are included in the affidavit required 

under § 3ð307 of this subtitle.  

 

  (2) In addition to the requirement of paragraph (1)(i) of this 

subsection, an insurance producer shall obtain a declination from each insurer for 

which the ins urance producer has been appointed that the insurance producer knows, 

or should know, is actually writing on a broad basis the particular kind and class of 

insurance sought.  

 

 (b) A diligent search may not be required:  

 

  (1) for any coverage on a list of eligible surplus lines coverages 

compiled by the Commissioner; or  

 

  (2) if the diligent search is waived by an exempt commercial 

purchaser in accordance with the Act.  

 



 

 - 122 - 

 (c) Notwithstanding the renewal provisions of § 3ð306(c) of this subtitle, a 

diligent search shall be required for each renewal of a personal lines insurance policy 

written through a surplus lines insurer.  

 

 (d) Notwithstanding subsection (b)(2) of this section, a surplus lines broker 

is not required to perform a diligent search to determine whether the full amount or 

type of insurance can be obtained from admitted insurers when the surplus lines 

broker is seeking to procure or place nonadmitted insurance for an exempt 

commercial purchaser if:  

 

  (1) the surplus lines broker has d isclosed to the exempt commercial 

purchaser that the insurance may or may not be available from admitted insurers 

that may be subject to greater protection and regulatory oversight; and  

 

  (2) the exempt commercial purchaser subsequently has requested 

the surplus lines broker in writing to procure nonadmitted insurance from or place 

the nonadmitted insurance with a nonadmitted insurer.  

 

§3ð306.2. 

 

 (a) Subject to subsections (b) through (e) of this section, disability insurance 

and shortðterm medical insurance under § 3ð302(c) of this subtitle may be procured 

from a nonadmitted insurer if the coverage procured is in excess of coverage available 

from, or is not available from, an admitted insurer that writes that particular kind 

and class of insurance in the State.  

 

 (b) Procurement of disability insurance under this section from a 

nonadmitted insurer is subject to:  

 

  (1) the diligent search requirements of §§ 3ð306 and 3ð306.1 of this 

subtitle; and  

 

  (2) all  other requirements of this subtitle.  

 

 (c) Procurement of short ðterm medical insurance under this section from a 

nonadmitted insurer is subject to:  

 

  (1) a policy term that:  

 

   (i)  is less than 3 months; and  

 

   (ii)  may not be extended or renewed ; 

 



 

 - 123 - 

  (2) the provision of written notice to the applicant, on a form 

approved by the Commissioner:  

 

   (i)  stating that coverage may be available under the 

Affordable Care Act without medical underwriting;  

 

   (ii)  providing contact information for the Mar yland Health 

Benefit Exchange;  

 

   (iii)  stating that the short ðterm medical insurance may be 

available from an admitted insurer;  

 

   (iv)  stating that similar coverage may be available from an 

admitted insurer offering travel insurance, as defined i n § 10ð101 of this article; and  

 

   (v) displaying prominently in the contract and in any 

application materials provided in connection with enrollment in the coverage in at 

least 14 point type the following: òThis is not qualifying health coverage (òminimum 

essential coverageó) that satisfies the health coverage requirements of the Affordable 

Care Act. If you don õt have minimum essential coverage, you may owe an additional 

payment with your taxes. ó; 

 

  (3) the dilige nt search requirements of §§ 3ð306 and 3ð306.1 of this 

subtitle; and  

 

  (4) all other requirements of this subtitle.  

 

 (d) Shortðterm medical insurance may not be procured from a nonadmitted 

insurer unless:  

 

  (1) the insurance is procured through a qualified surplus lines 

broker;  

 

  (2) if the insurance is offered on a Web site on the Internet, the Web 

site identifies the qualified surplus lines broker through whom the insurance may be 

procured; and  

 

  (3) the diligent search re quired under §§ 3ð306 and 3ð306.1 of this 

subtitle includes a search of the short ðterm medical insurance policies offered for sale 

by admitted insurers.  

 

 (e) A shortðterm medical insurance policy procured from a nonadmitt ed 

insurer may not include:  
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  (1) a preexisting condition exclusion, unless the exclusion relates to 

a condition that was first manifested, treated, or diagnosed before the effective date 

of the policy; or  

 

  (2) a definition of sickness or illness that e xcludes any sickness or 

illness that began, existed, or had its origin before the effective date of the policy, 

unless the sickness or illness was first manifested, treated, or diagnosed before the 

effective date of the policy.  

 

 (f) The Commissioner shall  develop and make available on the 

Administration õs Web site a consumer guide on short ðterm medical insurance that 

includes information on:  

 

  (1) the availability of coverage from admitted insurers; and  

 

  (2) the types of coverage and provisi ons in shortðterm medical 

insurance policies that may be important to consumers.  

 

§3ð307. 

 

 (a) An affidavit that sets forth the facts referred to in § 3ð306 of this subtitle 

and any other facts required by the Commissioner must  be personally executed by 

the surplus lines broker or the originating insurance producer at the time the surplus 

lines insurance is placed.  

 

 (b) The affidavit must be filed with the Commissioner on or before the 45th 

day after the last day of the calenda r quarter in which the surplus lines insurance 

was placed. 

 

 (c) For shortðterm medical insurance procured from a nonadmitted insurer 

under this subtitle, the affidavit shall include, for each declining authorized insurer, 

the reason for the declinat ion. 

 

§3ð308. 

 

 Each insurance contract or confirmation procured and delivered under this 

subtitle shall be:  

 

   (1) endorsed or stamped conspicuously in boldface type on the first 

page of the insurance contract or confirmation as follows: òThis insurance is issued 

by a nonadmitted insurer not under the jurisdiction of the Maryland Insurance 

Commissioneró; and 
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  (2) accompanied by a written disclosure, as prescribed by the 

Commissioner, that:  

 

   (i)  is written in clear, plain Englis h; 

 

   (ii)  explains that the insurer does not possess a certificate of 

authority from the Commissioner to engage in the insurance business in the State; 

and 

 

   (iii)  includes any other information that the Commissioner 

requires.  

 

§3ð309. 

 

 (a) An insurance contract procured as surplus lines coverage from an 

unauthorized insurer in accordance with this subtitle is valid and enforceable as to 

all parties and shall be accepted and recognized in all matters and respects to the 

same effect as like i nsurance contracts issued by authorized insurers.  

 

 (b) An insurance contract entered into in violation of this subtitle may be 

enforced by the insured in accordance with the terms of the insurance contract.  

 

§3ð310. 

 

 (a) Except as provided in subsection (b) of this section, a person must obtain 

a certificate of qualification to act as a surplus lines broker before the person acts as 

a surplus lines broker in the State.  

 

 (b) A person is not required to obtain a certificate of qualification to a ct as 

a surplus lines broker in the State if:  

 

  (1) the State is not the home state of the insured; and  

 

  (2) the surplus lines broker has obtained a license or other 

authorization from the home state of the insured.  

 

§3ð311. 

 

 An applicant fo r a certificate of qualification shall:  

 

  (1) be qualified as an insurance producer;  

 

  (2) hold an insurance producer õs license for the kind of insurance 

being solicited or sold; and  
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  (3) be competent and trustworthy, as determined by the 

Commissioner.  

 

§3ð312. 

 

 An applicant for a certificate of qualification shall:  

 

   (1) file with the Commissioner an application on the form that the 

Commissioner provides; and  

 

  (2) pay to the Commissioner the fee required by § 2-112 of this ar ticle.  

 

§3ð313. 

 

 (a) Before the Commissioner issues a certificate of qualification to an 

applicant, the applicant shall file with the Commissioner a bond that:  

 

  (1) is subject to approval by the Commissioner;  

 

  (2) runs to the State;  

 

  (3) is executed by the applicant as principal and by a corporate surety 

insurer authorized to do business in the State;  

 

  (4) is in the penal sum of $10,000; and  

 

  (5) is conditioned that the broker will:  

 

   (i)  conduct business in accordance with this arti cle; and 

 

   (ii)  remit promptly the taxes required by § 3-324 of this 

subtitle.  

 

 (b) The total liability of the surety insurer under the bond may not exceed 

the penal sum of the bond.  

 

 (c) The surety insurer may not cancel the bond unless, at least  30 days 

before canceling the bond, the surety insurer files written notice of the cancellation.  

 

§3ð314. 

 

 The Commissioner shall issue a certificate of qualification to each applicant 

who meets the requirements of this subtitle.  
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§3ð315. 

 

 A qualified surplus lines broker may:  

 

   (1) accept and place surplus lines insurance business from an 

insurance producer with a license in the State for the kind of insurance involved; and  

 

  (2) compensate the insurance producer for the surplus lines 

insurance business.  

 

§3ð316. 

 

 (a) Unless a certificate of qualification is renewed for a 2 ðyear term as 

provided in this section, the certificate of qualification expires every other year on the 

date stated on the certificate of qua lification.  

 

 (b) At least 1 month before a certificate of qualification expires, the 

Commissioner shall send to the holder of the certificate of qualification, at the last 

known address or electronic mail address of the holder on record a notice that stat es: 

 

  (1) the process for renewing the certificate of qualification;  

 

  (2) the date by which the Commissioner must receive the renewal 

application; and  

 

  (3) the amount of the renewal fee.  

 

 (c) Before a certificate of qualification expires, the holder periodically may 

renew it for an additional 2 ðyear term, if the holder:  

 

  (1) otherwise is entitled to a certificate of qualification;  

 

  (2) submits to the Commissioner a renewal application:  

 

   (i)  on the form that the Commissioner provides; or  

 

   (ii)  in an electronic format that the Commissioner approves;  

 

  (3) pays to the Commissioner the renewal fee required by § 2ð112 of 

this article; and  

 

  (4) complies with the bond requirement of § 3ð313 of this subtitle.  
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 (d) For an individual, a certificate of qualification renewed under this 

section shall have an expiration date that is the last day of the month in which the 

holder of the certificate of qualification was born.  

 

 (e) (1) If mailed, an application for renewal of a certificate of 

qualification shall be considered made in a timely manner if it is postmarked on or 

before the expiration date of the certificate of qualification.  

 

  (2) If submitted electronically, an application for renewal of a 

certificate of qualificat ion shall be considered made in a timely manner if, on or before 

the expiration date of the certificate of qualification, the application:  

 

   (i)  is addressed properly or otherwise directed properly to an 

information processing system that the Administrat ion has designated or uses for the 

purpose of receiving electronic applications and from which the Administration is 

able to retrieve the application;  

 

   (ii)  is in a form capable of being processed by that system; and  

 

   (iii)  1. enters an information p rocessing system outside the 

control of the sender or of a person that sent the electronic application on behalf of 

the sender; or  

 

    2. enters a region of the information processing system 

designated or used by the Administration that is under the contr ol of the 

Administration or an agent of the Administration.  

 

 (f) The Commissioner shall renew the certificate of qualification of each 

holder who meets the requirements of this section.  

 

 (g) The Commissioner may adopt regulations to carry out this sectio n. 

 

§3ð316.1. 

 

 (a) On or before September 30 of the renewal year, a person whose surplus 

lines broker õs certificate of qualification has expired may reinstate the expired 

certificate of qualification by:  

 

  (1) filing with the Commissione r the appropriate reinstatement 

application;  

 

  (2) paying to the Commissioner the applicable reinstatement fee 

required under subsection (b) of this section; and  
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  (3) complying with the bond requirement of § 3-313 of this subtitle.  

 

 (b) (1) The fee for a reinstatement under this section shall be:  

 

   (i)  the amount charged for a full renewal period for the type 

of certificate of qualification held by the person seeking the reinstatement; and  

 

   (ii)  1. $25 for reinstatement during the period from July 1 

through July 31;  

 

    2. $50 for reinstatement during the period from August 

1 through August 31; and  

 

    3. $75 for reinstatement during the period from 

September 1 through September 30.  

 

  (2) The Commissioner may limit the reinstatement fee to t he amount 

of the renewal fee in cases where the reinstatement applicant did not make timely 

renewal because of temporary incapacity, hospitalization, or other hardship.  

 

 (c) A person whose surplus lines broker õs certificate of qualification has 

expired is prohibited from acting as a surplus lines broker until the effective date of 

reinstatement of the certificate of qualification.  

 

 (d) A person who does not comply with subsection (a) of this section on or 

before September 30 of the year of expiratio n shall apply for a surplus lines broker õs 

certificate of qualification under § 3-312 of this subtitle and meet any other 

requirements specified by the Commissioner in regulation.  

 

 (e) The Commissioner may adopt regulations to carry out this se ction.  

 

§3ð317. 

 

 (a) The Commissioner may suspend or revoke the certificate of qualification 

of a surplus lines broker:  

 

  (1) if the surplus lines broker fails to file the report required by this 

subtitle;  

 

  (2) if the surplus lines broker fa ils to remit the tax required by this 

subtitle;  

 

  (3) if the surplus lines broker fails to keep records required by this 

subtitle, or fails to allow the Commissioner to examine those records;  
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  (4) if the surplus lines broker fails to file or falsifies t he affidavit 

required by this subtitle; or  

 

  (5) for any applicable ground for suspending or revoking the license 

of an insurance producer under this article.  

 

 (b) The Commissioner may not reinstate the certificate of qualification of a 

surplus lines bro ker whose certificate has been suspended or revoked until the broker 

pays all penalties and delinquent taxes that are owed.  

 

§3ð318. 

 

 (a) The Commissioner may not approve an insurer as a surplus lines 

insurer unless the insurer:  

 

  (1) is autho rized in its domiciliary jurisdiction to write the type of 

insurance it seeks to write;  

 

  (2) has capital and surplus, or their equivalent under the laws of its 

domiciliary jurisdiction, equal to the greater of:  

 

   (i)  the minimum capital and surplus req uired under the laws 

of its domiciliary jurisdiction; and  

 

   (ii)  $15,000,000; and 

 

  (3) files with the Commissioner:  

 

   (i)  a written request for approval as a surplus lines insurer to 

write the type of insurance the insurer seeks to write;  

 

   (ii)  a certified copy of the insurer õs annual statement, on 

convention form, that shows the amount by line of surplus lines business written on 

risks located in the State during the period covered by the annual statement; and  

 

   (iii)  a certificate of comp liance issued by the insurance 

department of the insurer õs state of domicile.  

 

 (b) (1) For a foreign insurer, the requirements of subsection (a)(2) of this 

section may be satisfied by the insurer õs possessing less than the minimum capital 

and surplus if the Commissioner makes an affirmative finding of acceptability.  

 

  (2) The finding shall be based on the following or similar factors:  
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   (i)  quality of management;  

 

   (ii)  capital and surplus of any parent company;  

 

   (iii)  company underwrit ing profit and investment income 

trends;  

 

   (iv)  market availability; and  

 

   (v) company record and reputation of the foreign insurer in the 

industry.  

 

  (3) The Commissioner may not make an affirmative finding of 

acceptability if the foreign insurer õs capital and surplus is less than $4,500,000.  

 

 (c) A surplus lines insurer õs approval expires on June 30 each year unless 

the approval is renewed as provided in this section.  

 

 (d) (1) Before an approval expires, an insurer may renew the approva l 

for a 1ðyear term if the insurer:  

 

   (i)  files with the Commissioner, in accordance with the 

procedures established by the Commissioner, an application for renewal of approval 

as a surplus lines insurer;  

 

   (ii)  pays to the Commissioner the appli cable fee required by § 

2ð112 of this article; and  

 

   (iii)  submits to the Commissioner any additional information or 

documentation that the Commissioner requires, including any information or 

documentation necessary to determine whether the in surer meets the requirements 

of subsections (a) and (b) of this section.  

 

  (2) The application for renewal of approval as a surplus lines insurer 

shall be signed by an officer of the insurer certifying that, to the best knowledge and 

belief of the officer , the insurer is in compliance with all statutes and regulations of 

the insurer õs domiciliary jurisdiction.  

 

 (e) An unauthorized insurer shall appoint in writing the Commissioner as 

agent for the acceptance of service of process.  

 

§3ð319. 
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 (a) A surplus lines broker may not place surplus lines insurance with an 

unauthorized insurer that:  

 

  (1) has not been approved by the Commissioner as a surplus lines 

insurer in accordance with § 3ð318 of this subtitle;  

 

  (2) for an insurer  not domiciled in the State, has not qualified under 

§ 3ð303 of this subtitle;  

 

  (3) has been determined by the Commissioner to be insolvent or 

unsafe financially under subsection (b) of this section; or  

 

  (4) has been determined by the Commis sioner to have refused to pay 

just claims.  

 

 (b) (1) The Commissioner shall direct that surplus lines insurance may 

not be placed with a surplus lines insurer that has been approved by the 

Commissioner if the Commissioner determines that the surplus lines insurer:  

 

   (i)  is not in a safe or solvent financial condition; or  

 

   (ii)  has refused to pay just claims.  

 

  (2) After written notice of a determination made by the 

Commissioner under paragraph (1) of this subsection is mailed by the Commissioner 

to qualified surplus lines brokers, surplus lines insurance may not be placed with the 

surplus lines insurer.  

 

 (c) Notwithstanding any other provision of this subtitle, a surplus lines 

broker may not place surplus lines insurance with an insurer if the broker knows, or 

reasonably should know, that the insurer is in an unsafe or insolvent financial 

condition.  

 

 (d) A qualified surplus lines broker may not place a risk in an unauthorized 

insurer that has not previously appointed the Commissioner as agent for the 

acceptance of service of process. 

 

§3ð320. 

 

 (a) In any question that arises under the coverage between an unauthorized 

insurer and the insured, the unauthorized insurer is deemed to have received the 

premium due it for surplus lines insurance i f: 
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  (1) the unauthorized insurer has assumed a surplus lines risk under 

this subtitle; and  

 

  (2) the surplus lines broker who placed the surplus lines insurance 

has received the premium for the surplus lines insurance.  

 

 (b) An unauthorized insurer desc ribed in subsection (a) of this section is 

liable to the insured for losses covered by the surplus lines insurance and, on 

cancellation, for unearned premiums that may become payable to the insured, 

whether or not the surplus lines broker is indebted to th e unauthorized insurer for 

the surplus lines insurance or for any other reason.  

 

 (c) This section does not affect rights between the unauthorized insurer and 

the surplus lines broker.  

 

 (d) Each unauthorized insurer that assumes a surplus lines direct ris k 

under this subtitle subjects itself to the terms of this section.  

 

§3ð321. 

 

 (a) (1) On placing surplus lines coverage, a surplus lines broker 

promptly shall deliver to the insured:  

 

   (i)  the policy issued by the insurer; or  

 

   (ii)  if the policy is not available, a binder or cover note that 

shows: 

 

    1. the subject, coverage, conditions, and term of the 

insurance; and  

 

    2. the name and address of the insurer.  

 

  (2) If a direct risk is assumed by more than one insurer, the policy, 

bind er, or cover note shall state:  

 

   (i)  the name and address of each insurer; and  

 

   (ii)  the proportion of the direct risk assumed by each insurer.  

 

 (b) Unless a copy of each binder or cover note has been filed with and 

approved by the Commissioner, the surplus lines broker, as soon as reasonably 

possible, shall get the policy from the insurer and deliver it to the insured to replace 

the binder or cover note previously delivered.  
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 (c) A surplus lines broker promptly shall deliver to the insured an 

appropriate substitute for or endorsement of the original binder or cover note that 

accurately shows the current status of the coverage and the responsible insurer if, 

after issuance and delivery of the original binder or cover note, there is a change in:  

 

  (1) the identity of the insurer;  

 

  (2) the proportion of the direct risk assumed by an insurer; or  

 

  (3) any other material aspect of the insurance coverage.  

 

§3ð322. 

 

 (a) Each surplus lines broker shall keep separate records and accounts of 

all  business transacted under the surplus lines broker's certificate of qualification, 

including copies of:  

 

  (1) any daily report made by the surplus lines broker; and  

 

  (2) each binder or cover note delivered by the surplus lines broker.  

 

 (b) The records described by subsection (a) of this section shall be kept by 

the surplus lines broker for 3 years after the issuance of the coverage to which the 

record relates and shall be available at any reasonable time during that period for 

examination by the Commis sioner.  

 

§3ð324. 

 

 (a) This section does not apply to insurance of risks of the State or a political 

subdivision of the State.  

 

 (b) The premiums charged for surplus lines insurance are subject to a 

premium receipts tax of 3 % on all gross  premiums, less any returned premiums, 

charged for surplus lines insurance.  

 

 (c) For policies effective before July 21, 2011:  

 

  (1) if the policy covers property, risks, or exposures located or to be 

performed entirely in the State, the premium receipts tax shall be computed on the 

entire premium at the rate specified in subsection (b) of this section; and  

 

  (2) if the policy covers property, risks, or exposures located or to be 

performed both in and outside the State, the premium receipts tax shall be c omputed 
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at the rate specified in subsection (b) of this section only on that portion of the 

premium that is properly allocable to the risks located in the State.  

 

 (d) For policies effective on or after July 21, 2011, if the State is the 

insuredõs home state, the premium receipts tax shall be computed on the entire 

premium at the rate specified in subsection (b) of this section.  

 

 (e) For policies effective on or after July 21, 2011, only the home state of an 

insured may receive premium receipts tax p ayments and reports for nonadmitted 

insurance.  

 

 (f) (1) On delivery of the cover note, certificate of insurance, policy, or 

other initial confirmation of insurance, a surplus lines broker shall charge the insured 

the amount of the premium receipts tax in addition to the full amount of the gross 

premium charged by the insurer for the surplus lines insurance.  

 

  (2) The surplus lines broker shall return to the insured the premium 

receipts tax on any unearned part of the premium.  

 

 (g) The surplus lines broke r may not:  

 

  (1) absorb the premium receipts tax; or  

 

  (2) rebate all or part of the premium receipts tax or the surplus lines 

brokerõs commission. 

 

 (h) The Commissioner shall cooperate with other states to adopt and 

implement uniform requirements  for nonadmitted insurance in compliance with the 

Act.  

 

 (i)  For policies effective on or after July 21, 2011, the regulation of 

nonadmitted insurance is subject to the statutory and regulatory requirements solely 

of the home state of the insured.  

 

§3ð325. 

 

 (a) On or before March 15 and September 15 of each year, or at another 

interval that the Commissioner directs, each surplus lines broker that has transacted 

surplus lines business in the State during the reporting period shall:  

 

  (1) file wi th the Commissioner a report, on a form the Commissioner 

prescribes, on business subject to tax during the preceding half calendar year or other 

interval that the Commissioner directs; and  
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  (2) pay to the Commissioner the total amount of tax stated in th e 

report.  

 

 (b) By regulation, the Commissioner shall determine the required content 

and filing deadlines of the report.  

 

 (c) Each report shall be open to public inspection.  

 

 (d) A qualified surplus lines broker may credit any examination expense 

paid or  assessed under § 2ð208 of this article against the premium receipts tax due 

to the State.  

 

 (e) With respect to surplus lines premium receipts tax due to the State, a 

surplus lines broker is subject to the provisions of Title 6, Subtitle 1 of t his article 

relating to penalties, interest, audits, assessments, limitations, appeals, and refunds.  

 

§3ð326. 

 

 (a) A surplus lines broker may not:  

 

  (1) knowingly or negligently deliver a false binder or cover note; or  

 

  (2) fail to notify th e insured promptly of any material change with 

respect to surplus lines insurance by delivery to the insured of a substitute binder or 

cover note as provided in § 3-321 of this subtitle.  

 

 (b) A violation of subsection (a) of this section is a violati on of this article.  

 

 (c) A person that violates subsection (a) of this section is guilty of a 

misdemeanor and on conviction is subject to the penalty provided by § 1-301 of this 

article or to any greater applicable penalty provided by law.  

 

§3ð327. 

 

 This subtitle is the Surplus Lines Insurance Law.  

 

§4ð101. 

 

 (a) (1) Except as otherwise provided in this article, a person may not act 

as an insurer and an insurer may not engage in the insurance business in the State 

unless the per son has a certificate of authority issued by the Commissioner.  

 

  (2) An insurer may not have or maintain in this State an office, 

representative, or other facility to solicit or service any kind of insurance in another 
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state unless the insurer is then aut horized to engage in the same kind of insurance 

business in this State.  

 

 (b) A certificate of authority is not required for an insurer to engage in:  

 

  (1) transactions that relate to policies that were lawfully written in 

the State, or the liquidation of  assets and liabilities of the insurer, including the 

collection of premiums on existing policies, resulting from former authorized 

operations of the insurer in the State;  

 

  (2) transactions that occur after issuance of a policy that covers only 

subjects of insurance not resident, located, or expressly to be performed in the State 

at the time of issuance, or that covers property in the course of transportation by land, 

air, or water to, from, or through the State, including any incidental preparation and 

storage, and the coverage was lawfully solicited, written, and delivered outside the 

State;  

 

  (3) transactions that relate to surplus lines coverages lawfully 

written under Title 3, Subtitle 3 of this article; or  

 

  (4) reinsurance transactions, except as to domestic reinsurers.  

 

§4ð102. 

 

 (a) To engage in the insurance business in the State, an insurer must:  

 

  (1) be in compliance with its charter powers and with this article; and  

 

  (2) be an incorporated stock insurer, incorporated mutual ins urer, or 

reciprocal insurer.  

 

 (b) An insurer may not be authorized to engage in the insurance business 

in the State if the insurer has or uses a name that is so similar to the name of an 

insurer already so authorized as to tend to cause uncertainty or con fusion or that 

tends to deceive or mislead about the type of organization of the insurer.  

 

 (c) (1) A foreign insurer may not be authorized to engage in the 

insurance business in the State if:  

 

   (i)  the voting control or ownership of the foreign insurer is 

held in whole or substantial part by a government or governmental unit; or  

 

   (ii)  the foreign insurer is operated for or by a government or 

governmental unit.  



 

 - 138 - 

 

  (2) For purposes of this subsection, membership in a mutual insurer, 

subscribership in a reciprocal insurer, ownership of stock of an insurer by the alien 

property custodian or similar official of the United States, or supervision of an insurer 

by a public insurance supervisory authority are not considered to be ownership, 

control, or operatio n of the insurer.  

 

 (d) (1) In this subsection, òLloyds underwriters ó means an aggregation 

of individuals who, under a common name, engage in the insurance business for profit 

through an attorney in fact who has authority, within the limits spe cified in the power 

of attorney, to obligate the underwriters severally on insurance contracts made or 

issued by the attorney in fact, in the name of the aggregation of individuals, to and 

with any person insured.  

 

  (2) A Lloyds underwriter may not be org anized in the State and a 

foreign or alien Lloyds underwriter may not be authorized to engage in the insurance 

business in the State.  

 

  (3) This subsection does not restrict the right of insurers to place 

surplus lines coverages in and to cede reinsurance  to foreign or alien Lloyds 

underwriters, if the surplus lines and reinsurance transactions are otherwise allowed 

under this article.  

 

§4ð103. 

 

 (a) Capital and surplus requirements for an insurer shall be based on all 

the kinds of insurance bus iness that the insurer transacts or will transact, regardless 

of where the insurance business is transacted.  

 

 (b) To qualify for an initial certificate of authority to engage in one kind or 

a combination of kinds of insurance business, an insurer must hav e and maintain the 

capital stock and surplus requirements of:  

 

  (1) §§ 4ð104 and 4ð105 of this subtitle, for a stock insurer;  

 

  (2) Title 3, Subtitle 1 of this article, for a mutual insurer;  

 

  (3) Title 3, Subtitle 2 of this articl e, for a reciprocal insurer;  

 

  (4) Title 8, Subtitle 4 of this article, for a fraternal benefit society; 

and 

 

  (5) Title 14, Subtitle 1 of this article, for a nonprofit health service 

plan.  
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 (c) (1) In addition to any other capital and surplus requireme nts of this 

article, each insurer õs assets and surplus as regards policyholders shall be reasonable 

in relation to the insurer õs outstanding liabilities and adequate to its financial needs.  

 

  (2) In determining whether an insurer õs assets and surplus as 

regards policyholders are reasonable in relation to the insurer õs outstanding 

liabilities and adequate to its financial needs, the following factors, among others, 

shall be considered:  

 

   (i)  the size of the insurer as measured by i ts assets, capital 

and surplus, reserves, premium writings, insurance in force, and other appropriate 

criteria;  

 

   (ii)  the extent to which the insurer õs business is diversified 

among the several lines of insurance;  

 

   (iii)  the number and size of risks insured in each line of 

insurance;  

 

   (iv)  the geographical dispersion of the insurer õs insured risks;  

 

   (v) the nature and extent of reinsurance of the insurer õs risks;  

 

   (vi)  the quality, diversification, and liquidity of the insur erõs 

investment portfolio;  

 

   (vii)  the recent past and projected future trends in the size of 

the insurer õs surplus as regards policyholders;  

 

   (viii)  the surplus as regards policyholders maintained by 

comparable insurers; and  

 

   (ix)  the financial position of the insurer, after excluding from 

assets investments in and other transactions with persons that directly or indirectly, 

through one or more intermediaries, control, are controlled by, or are under common 

control with another person.  

 

 (d) The provisions of this subtitle shall be supplemented by the 

requirements of Subtitle 3 of this title.  

 

§4ð104. 
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 (a) Except as otherwise provided in this article, to qualify for a certificate of 

authority to engage in one kind of insuranc e business, an insurer that started 

business in the State on or before June 30, 1965, must have and maintain paid -in 

capital stock with a fixed nominal or par value in an amount not less than that 

applicable under the following schedule:  

 

Kind of   Minimum Capital  

Insurance Business  Stock Required  

(1) life insurance, including annuities and health 

insurance  .................................................................  

$200,000  

(2) health insurance  ......................................................   $100,000 

(3) property insurance and marine insurance other 

than wet marine and transportation insurance  .....   

$250,000  

(4) title insurance  ..........................................................   $250,000  

(5) wet marine and transportation insurance  .............   $250,000  

(6) casualty insurance, not including vehicle liability 

insurance or workers' compensation insurance  .....   

$250,000  

(7) vehicle liability insurance  .......................................   $250,000  

(8) workers' compensation insurance  ..........................  $250,000  

(9) surety insurance  ......................................................   $250,000 

 

 (b) To qualify for a c ertificate of authority to engage in two or more kinds of 

insurance business, an insurer that started business in the State on or before June 

30, 1965, must have paid -in capital stock with a fixed nominal or par value in an 

amount not less than the lesser of: 

 

  (1) the combined sum of the capital stock required for each of the 

kinds of insurance business to be authorized; or  

 

  (2) $500,000. 

 

 (c) Except as otherwise provided in this article, to qualify for a certificate of 

authority to engage in one kind of insurance business, an insurer that started 

business in the State during the period from July 1, 1965, to June 30, 1991, both 

inclusive, must have and maintain paid -in capital stock with a fixed nominal or par 

value in an amount not less than that appli cable under the following schedule:  

 

Kind of   Minimum Capital  

Insurance Business  Stock Required  

(1) life insurance, including annuities and health 

insurance  ..................................................................   

$500,000  

(2) health insurance  ......................................................   $250,000  

(3) property insurance and marine insurance other 

than wet marine and transportation insurance  .....   

$250,000  
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(4) title insurance  ..........................................................   $250,000  

(5) wet marine and transportation insurance  .............   $250,000  

(6) casualty  insurance, not including vehicle liability 

insurance or workers' compensation insurance  .....   

$250,000  

(7) vehicle liability insurance  .......................................   $250,000  

(8) workers' compensation insurance  ...........................   $250,000  

(9) surety insuran ce ......................................................   $250,000 

 

 (d) To qualify for a certificate of authority to engage in two or more kinds of 

insurance business, an insurer that started business in the State during the period 

from July 1, 1965, to June 30, 1991, both inclusive, must hav e paid-in capital stock 

with a fixed nominal or par value in an amount not less than $500,000.  

 

 (e) Except as otherwise provided in this article, to qualify for a certificate of 

authority to engage in one kind of insurance business, an insurer that starte d 

business in the State on or after July 1, 1991, must have and maintain paid -in capital 

stock with a fixed nominal or par value in an amount not less than that applicable 

under the following schedule:  

 

Kind of   Minimum Capital  

Insurance Busi ness Stock Required  

(1) life insurance, including annuities  .........................  $1,500,000  

(2) health insurance  ......................................................   $750,000  

(3) property insurance and marine insurance other 

than wet marine and transportation insurance  .....   

$750,000  

(4) title insurance  ..........................................................   $750,000  

(5) wet marine and transportation insurance  .............   $750,000 

(6) casualty insurance, not including vehicle liability 

insurance or workers' compensation insurance  ....  

$750,000  

(7) vehicle liability insurance  .......................................   $750,000  

(8) workers' compensation insurance  ...........................   $750,000  

(9) surety insurance  ......................................................   $750,000 

 

 (f) To qualify for a certificate of authority to engage in two or more kinds of  

insurance business, an insurer that started business in the State on or after July 1, 

1991, must have paid -in capital stock with a fixed nominal or par value in an amount 

not less than $1,500,000.  

 

 (g) On or after July 1, 2001, an insurer that qualified for a certificate of 

authority to engage in any kind of insurance business on or before June 30, 1991, 

must have and maintain paid -in capital stock with a fixed nominal or par value in an 

amount not less than 150% of that required of an insurer authorized to start 

insurance business in the State on June 30, 1991.  
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§4ð104.1.  

 

 Notwithstanding the provisions of § 4ð104 of this subtitle, a title insurer 

domiciled in this State shall have and maintain paid ðin capital stock with a fi xed 

nominal or par value in the amount of:  

 

  (1) $500,000 as of July 1, 2010;  

 

  (2) $625,000 as of July 1, 2011; and  

 

  (3) $750,000 as of July 1, 2012, and each July 1 thereafter.  

 

§4ð105. 

 

 (a) In addition to the minimum capital stock requir ed by § 4-104 of this 

subtitle, to qualify for an initial certificate of authority to engage in one kind or a 

combination of kinds of insurance business, an insurer must have surplus assets or 

funds in an amount not less than 150 % of the minimu m capital stock required.  

 

 (b) For authority to continue in the insurance business, in addition to the 

minimum capital stock required by § 4-104 of this subtitle, an insurer that started 

business in the State on or after July 1, 1966, must maintain s urplus assets or funds 

in an amount not less than 100 % of the minimum capital stock required.  

 

 (c) (1) For authority to continue in the insurance business, in addition 

to the minimum capital stock required by § 4-104 of this subtitle, an insur er that 

started business in the State on or before June 30, 1966:  

 

   (i)  must maintain surplus assets or funds in an amount not 

less than 50 % of the minimum capital stock required; and  

 

   (ii)  if authorized to write vehicle liability insurance, mu st 

maintain surplus assets or funds in an amount not less than $300,000, whether or 

not the insurer also is authorized to write other kinds of insurance.  

 

  (2) The combined amount of surplus required by items (i) and (ii) of 

paragraph (1) of this subsecti on may not exceed the amount of surplus required by 

subsection (b) of this section of an insurer authorized on or after July 1, 1966, to 

transact the same kinds of insurance business.  

 

§4ð105.1. 

 

 Notwithstanding the provisions of § 4ð105 of this subtitle, a title insurer 

domiciled in this State shall have and maintain minimum surplus in the amount of:  
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  (1) $500,000 as of July 1, 2010;  

 

  (2) $625,000 as of July 1, 2011; and  

 

  (3) $750,000 as of July 1, 2012, and each July 1 thereaf ter.  

 

§4ð106. 

 

 (a) Except as provided in subsections (b) and (c) of this section, to qualify 

for a certificate of authority, an insurer shall deposit and maintain in trust with the 

Treasurer, for the protection of the insurer õs policyhold ers and creditors, an amount 

not less than $100,000 in:  

 

  (1) cash; or 

 

  (2) government securities eligible for the investment of capital funds 

of domestic insurers as specified in § 5-701(b) of this article.  

 

 (b) For a foreign insurer, instead of all or part of the deposit required by 

subsection (a) of this section, the Commissioner shall accept the current certificate of 

the insurance supervisory official of another state showing that a like deposit by the 

foreign insurer is being maintained:  

 

  (1) in public custody or in a depository approved by the official; and  

 

  (2) in trust for protection of the policyholders and creditors of the 

foreign insurer in the United States.  

 

 (c) For an alien insurer, instead of all or part of the deposit required by 

subsection (a) of this section, the Commissioner shall accept evidence satisfactory to 

the Commissioner that the alien insurer maintains in the United States assets 

available for discharge of its insurance obligations in the United States:  

 

  (1) in pub lic depositories, or in trust institutions in the United States 

approved by the Commissioner; and  

 

  (2) in an amount not less than the outstanding liabilities of the 

insurer arising out of its insurance business in the United States, plus an amount 

equal to the deposit required under this section for other insurers requesting 

authority to engage in like kinds of insurance business.  

 

§4ð107. 
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 (a) On the form that the Commissioner provides, each insurer applying for 

a certificate of authority mus t appoint the Commissioner as attorney for service of 

process issued against the insurer in the State.  

 

 (b) The appointment:  

 

  (1) is irrevocable;  

 

  (2) binds the insurer and any successor in interest or successor to the 

assets and liabilities of the in surer; and  

 

  (3) remains in effect as long as there is in force in the State a contract 

made by the insurer or an obligation arising from a contract made by the insurer.  

 

§4ð108. 

 

 An applicant for an initial certificate of authority shall:  

 

   (1) file with the Commissioner an application on the form that the 

Commissioner provides;  

 

  (2) pay to the Commissioner the applicable fees required by § 2-112 

of this article; and  

 

  (3) file with the Commissioner:  

 

   (i)  a certified copy of its a rticles of incorporation with all 

amendments;  

 

   (ii)  a certified copy of its bylaws with all amendments;  

 

   (iii)  a copy of its annual statement as of the immediately 

preceding December 31;  

 

   (iv)  for a foreign insurer or alien insurer, a copy of the report of 

last examination, if any, made of the insurer certified by the insurance supervisory 

official of the state of domicile of the foreign insurer or the state of entry into the 

United States of the alien insurer;  

 

   (v) for a foreign insurer or alie n insurer, a certificate of the 

insurance supervisory official of the state or country of domicile or state of entry into 

the United States of the insurer showing that the insurer is authorized to transact 

the kinds of insurance business proposed to be tra nsacted in this State;  
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   (vi)  for an alien insurer, a copy of the appointment and 

authority of its United States manager;  

 

   (vii)  a certificate evidencing a deposit in accordance with § 4-

106 of this subtitle; and  

 

   (viii)  any other information and documents that the 

Commissioner considers necessary to protect policyholders or ensure compliance with 

this article.  

 

§4ð109. 

 

 (a) Within a reasonable time after the filing of a completed application for 

an initial certificate of authority,  the Commissioner shall:  

 

  (1) issue an appropriate certificate of authority; or  

 

  (2) disapprove the application and state the grounds for disapproval.  

 

 (b) On request of an insurer, the Commissioner may issue a certificate of 

authority limited to a pa rticular type of insurance or insurance coverage within the 

scope of a kind of insurance.  

 

§4ð110. 

 

 A certificate of authority shall state the kind or combination of kinds of 

insurance business that the insurer is authorized to transact in the State.  

 

§4ð111. 

 

 (a) Except as otherwise provided in this section, a certificate of authority 

authorizes an insurer to engage in one kind or a combination of kinds of insurance 

business. 

 

 (b) (1) Subject to paragraph (2) of this subsection, an  insurer authorized 

to engage in the business of life insurance may also write annuity contracts but the 

insurer is not authorized to engage in any other kind of insurance business except 

health insurance.  

 

  (2) The Commissioner shall continue to authoriz e an insurer 

authorized to engage in the business of life insurance to engage in other kinds of 

insurance business, in addition to annuities and health insurance, if the insurer:  
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   (i)  was authorized to engage in one kind or a combination of 

kinds of ins urance business in addition to life insurance, health insurance, and 

annuities immediately before December 31, 1963; and  

 

   (ii)  is otherwise qualified to engage in that kind or combination 

of kinds of insurance business.  

 

 (c) A reciprocal insurer may no t engage in the business of life insurance or 

health insurance except as supplementary coverage in policies of liability insurance.  

 

§4ð112. 

 

 (a) A certificate of authority expires on the first June 30 after its effective 

date unless it is rene wed as provided in this section.  

 

 (b) At least 2 months before a certificate of authority expires, the 

Commissioner shall mail to the holder of the certificate of authority, at the last known 

address of the holder:  

 

  (1) a renewal application form; and  

 

  (2) a notice that states:  

 

   (i)  the date on which the current certificate of authority 

expires;  

 

   (ii)  the date by which the Commissioner must receive the 

renewal application for the renewal to be issued and mailed before the certificate of 

authority  expires; and  

 

   (iii)  the amount of the renewal fee.  

 

 (c) Before a certificate of authority expires, the holder of the certificate of 

authority may renew it for an additional 1 -year term, if the holder:  

 

  (1) otherwise is entitled to a certificate of a uthority;  

 

  (2) files with the Commissioner a renewal application on the form 

that the Commissioner provides; and  

 

  (3) pays to the Commissioner the appropriate renewal fee required 

by § 2-112 of this article.  
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 (d) (1) The Commissioner shall renew the certificate of authority of each 

holder who meets the requirements of this subtitle.  

 

  (2) If a certificate holder pays the applicable renewal fee before the 

certificate of authority expires, the certificate of authority remains in effect until the 

Commissioner renews or refuses to renew the certificate of authority.  

 

 (e) (1) An insurer shall mail a renewal application and the applicable 

renewal fee on or before June 30. An insurer that fails to renew its certificate of 

authority on or before June 30 may forfeit:  

 

   (i)  $500 for each day from July 1 through July 10;  

 

   (ii)  $1,000 for each day from July 11 through July 31; and  

 

   (iii)  $5,000 for each day after July 31.  

 

  (2) In addition to the provisions imposed under paragraph (1) of this 

subsection, an insurer that fails to renew its certificate of authority on or before June 

30 in the previous year shall:  

 

   (i)  renew its certificate of authority on or before June 1 of the 

current year; and  

 

   (ii)  forfeit $3,000 if the insurer fails to renew its certificate of 

authority on or before June 30 in the current year.  

 

  (3) In addition to the monetary penalties imposed under this 

subsection, on July 1 of each year, for each insurer that fails to file its renewal 

application and continuation fee on o r before June 30, the Commissioner may:  

 

   (i)  order that the insurer cease and desist from engaging 

further from the writing of insurance in this State in accordance with § 4-114 of this 

subtitle; or  

 

   (ii)  issue an order to require the insurer to  show cause why it 

should be allowed to continue to engage in the insurance business in the State.  

 

 (f) In determining the amount of any financial penalty or forfeiture to be 

imposed under this section, the Commissioner:  

 

  (1) shall consider the followin g factors:  

 

   (i)  the seriousness of the violation;  
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   (ii)  the good faith of the violator;  

 

   (iii)  the violator õs history of previous violations;  

 

   (iv)  the deleterious effect of the violation on the public and the 

insurance industry; and  

 

   (v) the assets of the violator; and  

 

  (2) may determine the appropriate amount of the penalty or 

forfeiture.  

 

§4ð113. 

 

 (a) The Commissioner shall deny a certificate of authority to an applicant 

or refuse to renew, suspend, or revoke a certific ate of authority if:  

 

  (1) the action is required by any provision of this article;  

 

  (2) the insurer no longer meets the requirements for the certificate of 

authority because of a deficiency in assets or any other reason;  

 

  (3) the business of the insu rer is fraudulently conducted;  

 

  (4) the insurer is insolvent, or its assets are not sufficient for carrying 

on its business;  

 

  (5) the insurer fails to pay taxes on premiums required under this 

article;  

 

  (6) the insurer willfully fails to provide the Commissioner with 

required information about medical malpractice insurance issued by the insurer in 

this State or any other state;  

 

  (7) the issuance or renewal of a certificate of authority is contrary to 

the public interest;  

 

  (8) the Commissioner find s that the principal management 

personnel of the insurer is:  

 

   (i)  untrustworthy or not of good character; or  
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   (ii)  so lacking in insurer managerial experience as to make the 

proposed operation hazardous to the insurance -buying public or to the insure rõs 

stockholders; or  

 

  (9) the Commissioner has good reason to believe that the insurer is 

affiliated, directly or indirectly, through ownership, control, management, 

reinsurance transactions, or other insurance or business relations with a person 

whose business operations are or have been marked by the manipulation of assets, 

accounts, or reinsurance or by bad faith, to the detriment of insureds, stockholders, 

or creditors.  

 

 (b) The Commissioner may deny a certificate of authority to an applicant 

or, subject to the hearing provisions of Title 2 of this article, refuse to renew, suspend, 

or revoke a certificate of authority if the applicant or holder of the certificate of 

authority:  

 

  (1) violates any provision of this article other than one that pr ovides 

for mandatory denial, refusal to renew, suspension, or revocation for its violation;  

 

  (2) knowingly fails to comply with a regulation or order of the 

Commissioner;  

 

  (3) is found by the Commissioner to be in unsound condition or in a 

condition th at renders further transaction of insurance business hazardous to the 

insurer õs policyholders or the public;  

 

  (4) is engaged in writing policies in a jurisdiction in which it operates 

on a premium basis that the Commissioner finds to be insufficien t, insecure, or 

impracticable so as to endanger the solvency of the insurer;  

 

  (5) refuses or delays payment of amounts due claimants without just 

cause; 

 

  (6) refuses to be examined or to produce its accounts, records, or files 

for examination by the Co mmissioner when required;  

 

  (7) refuses to provide additional information that the Commissioner 

considers advisable in considering an application for renewal of the certificate of 

authority;  

 

  (8) fails to pay a final judgment against it in the State wit hin 30 days 

after the judgment becomes final;  
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  (9) is affiliated with and under the same general management or 

interlocking directorate or ownership as another insurer that transacts direct 

insurance in the State without having a certificate of authority  to do so, except as 

allowed to a surplus lines insurer under Title 3, Subtitle 3 of this article;  

 

  (10) is found by the Commissioner to have participated, with or 

without the knowledge of an insurance producer, in selling motor vehicle insurance 

without  an actual intent to sell the insurance, as evidenced by a persistent pattern of 

filing certificates of insurance together with or closely followed by cancellation notices 

for the insurance;  

 

  (11) except as allowed under § 10-103(c) of this article,  is found by the 

Commissioner to have knowingly participated with a person, acting as an insurance 

producer, that does not have an appointment from the insurer in accepting insurance 

contracts that the person has sold, solicited, or negotiated, if committe d with 

sufficient frequency to indicate a general business practice;  

 

  (12) has had a certificate of authority revoked or suspended by the 

insurance regulatory authority of another state;  

 

  (13) has violated the provisions of Title 6.5 of the State Gover nment 

Article;  

 

  (14) fails to provide to the Commissioner or an insurance producer any 

information required by § 10-118 of this article regarding the termination of an 

appointment of the insurance producer; or  

 

  (15) in providing information requir ed by or provided pursuant to § 

10-118 of this article regarding the termination of an appointment of an insurance 

producer, makes an inaccurate statement with actual malice.  

 

 (c) (1) On refusal to renew, suspension, or revocation of an insurer õs 

certificate of authority, the Commissioner immediately shall notify:  

 

   (i)  the insurer; and  

 

   (ii)  each insurance producer of the insurer in the state of 

record in the office of the Commissioner.  

 

  (2) The refusal to renew, revocation, or suspensio n of a certificate of 

authority automatically suspends or revokes the appointment of each insurance 

producer of the insurer in the State.  
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  (3) The Commissioner shall state in the notice to each insurance 

producer under paragraph (1) of this subsection th at the appointment of the 

insurance producer has been suspended or revoked.  

 

  (4) The Commissioner may publish notice of the revocation of a 

certificate of authority in a newspaper published in the State.  

 

 (d) Instead of or in addition to suspending or r evoking a certificate of 

authority, the Commissioner may:  

 

  (1) impose on the holder a penalty of not less than $100 but not more 

than $125,000 for each violation of this article; and  

 

  (2) require the holder to make restitution to any person who has 

suffered financial injury because of the violation of this article.  

 

 (e) The Commissioner shall adopt regulations to:  

 

  (1) establish standards for the imposition of a penalty under 

subsection (d) of this section; and  

 

  (2) carry out the provisions of subs ection (b)(11) of this section.  

 

§4ð114. 

 

 (a) Without notice and before hearing, the Commissioner may issue and 

have served on an insurer an order requiring the insurer immediately to cease and 

desist from writing insurance in the State if it a ppears to the Commissioner that:  

 

  (1) the insurer is:  

 

   (i)  conducting its business and affairs in a manner that 

threatens to make it insolvent or that is hazardous to its policyholders, creditors, or 

the general public; or  

 

   (ii)  engaged in an act, practice, or transaction that constitutes 

grounds making the insurer subject to conservation or liquidation proceedings; and  

 

  (2) irreparable loss and injury to the property and business of the 

insurer or the general public has occurred or may occur unle ss the Commissioner acts 

immediately.  
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 (b) (1) When an order is served on an insurer under subsection (a) of this 

section, the Commissioner shall issue and also serve on the insurer notice of a hearing 

to be held at a place and time not later than 5 days after the date of the order.  

 

  (2) If the insurer waives the right to a hearing within 5 days after 

the date of the order, the hearing shall be held within 30 days after service of the 

order.  

 

§4ð115. 

 

 (a) (1) In this section the following wor ds have the meanings indicated.  

 

  (2) òDomestic reinsurer ó means an authorized insurer that:  

 

   (i)  operates solely as a reinsurer, as defined in § 5ð901 of this 

article;  

 

   (ii)  does not have any gross direct written premium; and  

 

   (iii)  is domiciled in the State.  

 

  (3) òFinancial guaranty insurance company ó means an insurer that 

derives at least 90 % of its gross written premium from the business of financial 

guaranty insurance and financial guaranty reinsura nce. 

 

  (4) òFinancial guaranty reinsurance company ó means an insurer that 

derives at least 90 % of its gross written premium from the business of financial 

guaranty reinsurance.  

 

 (b) (1) Except as provided in paragraph (2) of this subse ction, a domestic 

insurer may not move its home or executive office out of the State without notice to 

and approval by the Commissioner.  

 

  (2) (i)  A financial guaranty reinsurance company or financial 

guaranty insurance company that became domiciled in th e State on or before 

December 31, 1993, is not required to have an office in the State.  

 

   (ii)  A domestic reinsurer that became domiciled in the State on 

or before December 31, 1995, is not required to have an office in the State.  

 

 (c) (1) A domestic in surer, including a reciprocal insurer, fraternal 

benefit society, or nonprofit health service plan, with its home or executive office in 

the State shall keep in the State:  
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   (i)  its general ledger accounting records; and  

 

   (ii)  all of its assets except : 

 

    1. real property lawfully owned by the insurer and 

located outside of the State, personal property appurtenant to the real property, or 

mortgages on the real property;  

 

    2. property of the insurer that is customary and 

necessary to the operation of the insurer õs branch offices outside of the State;  

 

    3. securities deposited in a jurisdiction outside of the 

State as a condition of authority to transact business in that jurisdiction or securities 

deposited in connection with obtaining suret y bonds; 

 

    4. securities held either by the insurer or in compliance 

with regulations adopted by the Commissioner; and  

 

    5. transactions or securities involved in transactions 

authorized by § 5ð511(n) and (o) of this article or any other t ransactions or securities 

involved in transactions exempted by the Commissioner from this paragraph.  

 

  (2) A financial guaranty reinsurance company or financial guaranty 

insurance company that became domiciled in the State on or before December 31, 

1993, and that does not have its home or executive office in the State:  

 

   (i)  shall keep in the State its entire assets as required by 

paragraph (1)(ii) of this subsection; and  

 

   (ii)  may keep its general ledger accounting records outside the 

State if it mak es those records available in the State to the Commissioner within 2 

business days after being requested to do so by the Commissioner.  

 

  (3) A domestic reinsurer that became domiciled in the State on or 

before December 31, 1995, and that does not have its  home or executive office in the 

State:  

 

   (i)  shall keep in the State its entire assets as required by 

paragraph (1)(ii) of this subsection; and  

 

   (ii)  may keep its general ledger accounting records outside the 

State if it makes those records available  in the State to the Commissioner within 2 

business days after being requested to do so by the Commissioner.  
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 (d) This section does not prohibit the holding of funds or transmission of 

securities outside of the State to:  

 

  (1) secure or record title to t he securities; or  

 

  (2) sell, lend, buy, redeem, or exchange the securities or alter the 

provisions of the securities.  

 

§4ð116. 

 

 (a) (1) On or before March 1 of each year, unless the Commissioner 

extends the time for good cause, each authorize d insurer shall file with the 

Commissioner a complete statement of its financial condition, transactions, and 

affairs for the immediately preceding calendar year.  

 

  (2) The annual statement shall:  

 

   (i)  be in the form and have the content approved for c urrent 

use by the National Association of Insurance Commissioners or its successor 

organization; and  

 

   (ii)  contain any additional information that the Commissioner 

requires.  

 

  (3) Unless the Commissioner requires otherwise, the statement of an 

alien in surer shall relate only to its transactions and affairs in the United States.  

 

  (4) Unless the Commissioner extends the time for filing, an 

authorized insurer that fails to file an annual statement on or before March 10 shall 

pay a penalty of:  

 

   (i)  $100 for each day from March 1 to March 10, both 

inclusive; and  

 

   (ii)  $150 for each day from March 11 to the day before the 

Commissioner receives the statement, both inclusive.  

 

 (b) At any time, the Commissioner may require an authorized insurer to file 

an interim statement containing the information that the Commissioner considers 

necessary. 

 

 (c) (1) Except as provided in subsection (d) of this section, on or before 

June 1 of each year, an authorized insurer shall file with the Commissioner an 

audited fi nancial report for the immediately preceding calendar year.  
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  (2) The authorized insurer shall have the report prepared by an 

independent certified public accountant.  

 

  (3) The Commissioner may:  

 

   (i)  set requirements for the form and content of the re port; and  

 

   (ii)  for good cause, extend the time for filing the report.  

 

  (4) Unless the Commissioner extends the time for filing, an 

authorized insurer that fails to file an audited financial report on or before June 10 

shall pay a penalty of:  

 

   (i)  $100 for each day from June 1 to June 10, both inclusive; 

and 

 

   (ii)  $150 for each day from June 11 to the day before the 

Commissioner receives the report, both inclusive.  

 

 (d) With 90 days õ advance notice, the Commissioner may require an 

authoriz ed insurer to file an audited financial report earlier than the date specified 

in subsection (c) of this section.  

 

§4ð117. 

 

 (a) At the time of payment, if the payment has been specifically authorized 

by the claimant õs attorney, an insurer  shall provide written notice to a third party 

claimant of payment of $2,000 or more in settlement of a third party liability claim 

for bodily injury if:  

 

  (1) the claimant is an individual; and  

 

  (2) the payment is delivered to the claimant õs atto rney by check, 

draft, or other means.  

 

 (b) The notice required by subsection (a) of this section shall be sent by 

regular mail no more than 5 working days after payment is delivered under 

subsection (a)(2) of this section to the claimant at the last known  address of the 

claimant.  

 

 (c) The insurer may provide notice to the claimant by a copy of the letter of 

transmittal to the claimant õs attorney.  
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 (d) This section may not be construed to create:  

 

  (1) a cause of action for any person against an in surer based on the 

insurer õs failure to provide the notice required by this section; or  

 

  (2) a defense for any party against a cause of action based on the 

insurer õs failure to provide the notice required by this section.  

 

§4ð118. 

 

 (a) The Commissioner may not recognize any person as a qualified 

independent certified public accountant unless the person:  

 

  (1) is in good standing:  

 

   (i)  with the Maryland State Board of Public Accountancy; and  

 

   (ii)  with the appropriate state b oard of accountancy of any 

other state in which the accountant is licensed to practice; or  

 

  (2) in the case of a Canadian or British accountant, is a chartered 

accountant.  

 

 (b) Except as otherwise provided in this section, an independent certified 

publi c accountant shall be recognized as qualified as long as the accountant conforms 

to: 

 

  (1) for any certified public accountant not licensed in this State, the 

standards of the accountancy profession, as contained in the Code of Professional 

Ethics of the American Institute of Certified Public Accountants; or  

 

  (2) (i)  Title 2 of the Business Occupations and Professions Article; 

and 

 

   (ii)  the regulations and rules of professional conduct 

established by the Maryland State Board of Public Accountancy.  

 

 (c) (1) (i)  A partner in an accounting firm responsible for preparing 

an audited financial report under § 4ð116 of this subtitle for an insurer may not act 

in that capacity for more than 5 consecutive years for the same insurer.  

 

   (ii)  If a par tner in an accounting firm responsible for preparing 

an audited financial report under § 4ð116 of this subtitle for an insurer exceeds 5 

consecutive years in that capacity, the partner shall be disqualified from acting in the 
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same or similar cap acity for that insurer or its insurance subsidiaries or affiliates for 

a period of not less than 5 consecutive years.  

 

  (2) (i)  An insurer may apply to the Commissioner for an exception 

from the prohibition of paragraph (1) of this subsection on the basis  of unusual 

circumstances.  

 

   (ii)  In determining whether unusual circumstances exist that 

would justify the granting of an exception, the Commissioner may consider:  

 

    1. the number of partners in the accounting firm 

currently used by the insurer, the expertise of the partners in that firm, and the 

number of insurance clients of that firm;  

 

    2. the premium volume of the insurer; and  

 

    3. the number of jurisdictions in which the insurer 

transacts business.  

 

 (d) The Commissioner may not recognize a s a qualified independent 

certified public accountant, or accept any audited financial report prepared in whole 

or in part by, any individual who:  

 

  (1) has been convicted of fraud, bribery, a violation of the Racketeer 

Influenced and Corrupt Organization s Act, 18 U.S.C. §§ 1961-1968, or any dishonest 

conduct or practices under federal or State law;  

 

  (2) has violated the insurance laws of this State with respect to any 

audited financial reports previously submitted by that individual;  

 

  (3) has violated any provision of Title 2 of the Business Occupations 

and Professions Article or any regulation or rule of professional conduct established 

by the State Board of Public Accountancy; or  

 

  (4) has demonstrated a pattern or practice of failing to d etect or 

disclose material information in any audited financial reports previously submitted 

by that individual.  

 

 (e) (1) Subject to §§ 2-210 through 2 -215 of this article, the 

Commissioner may hold a hearing to determine whether a certified pub lic accountant 

is qualified.  

 

  (2) After considering the evidence presented at the hearing, the 

Commissioner shall rule on whether the accountant is qualified for purposes of 
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expressing an opinion on the financial statements in the audited financial repor t 

required under § 4-116 of this subtitle.  

 

  (3) If the Commissioner finds that the accountant is not qualified, the 

Commissioner shall require the insurer to replace the accountant with another who 

is qualified as provided under this section.  

 

§4ð201. 

 

 (a) In this section, òindustrial insured ó means an insured that:  

 

  (1) procures the insurance of a risk by the services of a full -time 

employee acting as an insurance manager or buyer or a regularly and continuously 

retained qu alified insurance consultant;  

 

  (2) has aggregate annual premiums for insurance on all risks that 

total at least $100,000; or  

 

  (3) has at least 25 full -time employees.  

 

 (b) This subtitle does not apply to:  

 

  (1) transactions in the State that involve,  and are subsequent to the 

issuance of, a policy that was lawfully solicited, written, and delivered outside of the 

State that covers only a subject of insurance not resident, located, or expressly to be 

performed in the State at the time of issuance of th e policy; 

 

  (2) an individual life insurance policy or individual health insurance 

policy in force on July 1, 1968;  

 

  (3) reinsurance of the liability of an authorized insurer;  

 

  (4) insurance against perils of navigation, transit, or transportation 

on hulls, freights, or disbursements, or other shipowner interest, on goods, wares, 

merchandise, and all other personal property and interests in personal property in 

the course of exportation from or importation into a country, or transportation 

coastwise, including transportation by land or water from point of origin to final 

destination and including war risks, and on marine builder's risks, dry docks, and 

marine railways, including insurance of ship repairer's liability, and protection and 

indemnity insura nce, except for insurance covering:  

 

   (i)  bridges and tunnels;  
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   (ii)  pleasure craft that are under 60 feet in length and are 

owned and used for pleasure and not for business, hire, or other commercial use;  

 

   (iii)  fishing vessels under 50 gross tons  that are not part of a 

fleet of three or more vessels; or  

 

   (iv)  charter or head boats under 50 gross tons that are not part 

of a fleet of three or more vessels;  

 

  (5) aircraft insurance;  

 

  (6) insurance on property or operations of railroads engaged in 

interstate commerce;  

 

  (7) surplus lines insurance effected in accordance with Title 3, 

Subtitle 3 of this article;  

 

  (8) insurance against legal liability arising out of the ownership, 

operation, or maintenance of property with a permanent situs outs ide of the State; or  

 

  (9) insurance against loss of or damage to property with a permanent 

situs outside of the State.  

 

 (c) Except for the premium tax requirement of § 4-209 of this subtitle and 

the reporting requirement of § 4-210 of this sub title, this subtitle does not apply to 

an insurer or underwriter issuing an insurance contract to an industrial insured.  

 

§4ð202. 

 

 (a) The General Assembly finds that:  

 

  (1) many residents of the State hold policies issued by insurers and 

other persons not authorized to do insurance business in the State;  

 

  (2) these residents face the often insurmountable obstacle of 

asserting their legal rights under those policies in forums that are foreign to them 

and under laws and rules of practice that are unfamiliar to them; and  

 

  (3) protection from the acts of insurers and other persons not 

authorized to do insurance business in the State can be achieved by:  

 

   (i)  maintaining fair and honest insurance markets;  

 

   (ii)  protecting the premium tax re venues of the State;  
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   (iii)  protecting authorized insurers, which are subject to strict 

regulation, from unfair competition by unauthorized persons and unauthorized 

insurers; and  

 

   (iv)  protecting against evasion of the insurance regulatory laws 

of th e State. 

 

 (b) (1) The General Assembly intends to subject certain insurers and 

other persons to the jurisdiction of the Commissioner, in proceedings before the 

Commissioner, and to the courts of the State in suits by or for the State and insureds 

or beneficiaries under insurance contracts.  

 

  (2) To carry out this intent, the General Assembly provides for 

substituted service of process on certain insurers and other persons in any proceeding 

in a court and substituted service of any notice, order, pleading,  or process on certain 

insurers and other persons in any proceeding before the Commissioner to enforce or 

effect full compliance with the insurance and tax laws of the State.  

 

 (c) In carrying out the intent of this subtitle, the General Assembly declares 

that it is exercising:  

 

  (1) its power to protect the residents of the State;  

 

  (2) its power to define what constitutes doing an insurance business 

in the State; and  

 

  (3) its powers and privileges under the McCarran -Ferguson Act.  

 

§4ð203. 

 

 (a) This section does not apply to:  

 

  (1) acceptance of service of process; 

 

  (2) surplus lines insurance;  

 

  (3) a transaction for which a certificate of authority is not required 

under § 4-101(b) of this title;  

 

  (4) reinsurance, as authorized u nder Title 5, Subtitle 9 of this article;  

 

  (5) an adjuster while providing services with respect to a claim under 

a policy lawfully solicited, issued, and delivered outside of the State; or  
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  (6) the professional services of an attorney at law.  

 

 (b) Wi th respect to a subject of insurance resident, located, or to be 

performed in the State, a person may not in the State directly or indirectly act as an 

insurance producer for, or otherwise represent or help on behalf of another, an 

unauthorized insurer to:  

 

  (1) solicit, negotiate, or effect insurance or an annuity contract;  

 

  (2) inspect risks;  

 

  (3) fix rates;  

 

  (4) investigate or adjust losses;  

 

  (5) collect premiums; or  

 

  (6) transact insurance business in any other manner.  

 

§4ð204. 

 

 (a) (1) A person may not accept for publication or printing in a 

newspaper, magazine, or other periodical, or for broadcast on radio or television in 

the State, an advertisement or other notice that directly or indirectly solicits business 

for or sets forth  the advantages of doing business with an insurer, insurance 

producer, or other person, unless the person that will publish or broadcast the 

advertisement or notice has a certificate issued by the Commissioner stating that the 

insurer, insurance producer, or other person named in the certificate is authorized to 

transact insurance business in the State.  

 

  (2) On application of any person, the Commissioner shall issue the 

certificate without charge.  

 

 (b) A person may not publish or print in a newspaper, ma gazine, periodical, 

circular letter, pamphlet, or in any other manner, or broadcast by radio or television 

in the State, an advertisement or other notice that directly or indirectly solicits 

business for or sets forth the advantages of doing business with an insurer, insurance 

producer, or other person that is not authorized to transact insurance business in the 

State.  

 

 (c) A manufacturer, jobber, wholesaler, or retailer may not distribute or 

cause to be distributed matchbooks or other advertising matter, except newspapers 

and magazines of general circulation, that directly or indirectly solicits business for 
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or sets forth the advantages of doing business with an insurer, insurance producer, 

or other person that is not authorized to transact insurance busin ess in the State.  

 

§4ð205. 

 

 (a) This section does not apply to:  

 

  (1) the lawful transaction of surplus lines insurance;  

 

  (2) the lawful transaction of reinsurance by insurers;  

 

  (3) transactions in the State that involve, and are subsequen t to the 

issuance of, a policy that was lawfully solicited, written, and delivered outside of the 

State covering only a subject of insurance not resident, located, or expressly to be 

performed in the State at the time of issuance of the policy;  

 

  (4) tran sactions that involve insurance contracts that are 

independently procured through negotiations occurring entirely outside of the State 

and that are reported and on which the premium tax is paid in accordance with §§ 4-

210 and 4-211 of this subtit le; 

 

  (5) an attorney while acting in the ordinary relation of attorney and 

client in the adjustment of claims or losses; or  

 

  (6) unless otherwise determined by the Commissioner, transactions 

in the State that involve group or blanket insurance or group  annuities if the master 

policy of the group was lawfully issued and delivered in another state in which the 

person was authorized to engage in insurance business.  

 

 (b) An insurer or other person may not, directly or indirectly, do any of the 

acts of an i nsurance business set forth in subsection (c) of this section, except as 

provided by and in accordance with the specific authorization of statute.  

 

 (c) Any of the following acts in the State, effected by mail or otherwise, is 

considered to be doing an ins urance business in the State:  

 

  (1) making or proposing to make, as an insurer, an insurance 

contract;  

 

  (2) making or proposing to make, as guarantor or surety insurer, a 

contract of guaranty or suretyship as a vocation and not merely incidental to anot her 

legitimate business or activity of the guarantor or surety insurer;  

 

  (3) taking or receiving an application for insurance;  
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  (4) receiving or collecting premiums, commissions, membership fees, 

assessments, dues, or other consideration for insurance;  

 

  (5) issuing or delivering an insurance contract to a resident of the 

State or a person authorized to do business in the State;  

 

  (6) except as provided in subsection (d) of this section, with respect 

to a subject of insurance resident, located, or to be performed in the State, directly or 

indirectly acting as an insurance producer for, or otherwise representing or helping 

on behalf of another, an insurer or other person to:  

 

   (i)  solicit, negotiate, procure, or effect insurance or the 

renewal of insu rance; 

 

   (ii)  disseminate information about coverage or rates;  

 

   (iii)  forward an application;  

 

   (iv)  deliver a policy or insurance contract;  

 

   (v) inspect risks;  

 

   (vi)  fix rates;  

 

   (vii)  investigate or adjust claims or losses;  

 

   (viii)  tran sact matters arising out of an insurance contract after 

the insurance contract becomes effective; or  

 

   (ix)  in any other manner represent or help an insurer or other 

person to transact insurance business;  

 

  (7) doing any kind of insurance business speci fically recognized as 

doing an insurance business under statutes relating to insurance;  

 

  (8) doing or proposing to do any insurance business that is 

substantially equivalent to any act listed in this subsection in a manner designed to 

evade the statutes relating to insurance; or  

 

  (9) as an insurer transacting any other business in the State.  
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 (d) Subsection (c)(6) of this section does not prohibit a full -time salaried 

employee of a corporate insured from acting as an insurance manager or buyer in 

placi ng insurance for the corporate insured.  

 

 (e) For purposes of this section, the venue of an act effected by mail is at 

the point where the matter transmitted by mail is delivered and takes effect.  

 

§4ð206. 

 

 (a) An unauthorized foreign insurer o r unauthorized alien insurer is 

deemed to have appointed the Commissioner to be the attorney of the unauthorized 

insurer for purposes of service of process in a proceeding instituted by or for an 

insured or beneficiary arising out of an insurance contract and to have agreed that 

service on the Commissioner has the same legal effect as personal service in the State 

on the unauthorized insurer, if the unauthorized insurer in the State, by mail or 

otherwise:  

 

  (1) issues or delivers insurance contracts to res idents of the State or 

corporations authorized to do business in the State;  

 

  (2) solicits applications for insurance contracts;  

 

  (3) collects premiums, membership fees, assessments, or other 

considerations for insurance contracts; or  

 

  (4) transacts a ny other insurance business.  

 

 (b) (1) Service of process on the Commissioner under this subsection 

shall be made by:  

 

   (i)  delivering to the Commissioner or an individual in 

apparent charge of the office of the Commissioner two copies of the process; an d 

 

   (ii)  paying to the Commissioner a service of process fee of $15.  

 

  (2) Immediately after receipt of process, the Commissioner shall send 

one copy of the process by certified mail, return receipt requested, bearing a postmark 

from the United States P ostal Service, to the unauthorized insurer at its last known 

principal place of business.  

 

  (3) Service of process under this subsection is sufficient if:  

 

   (i)  within 10 days after delivering copies of the process to the 

Commissioner under paragraph (1 ) of this subsection, the plaintiff or plaintiff's 
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attorney sends notice of the service and a copy of the process by certified mail, return 

receipt requested, bearing a postmark from the United States Postal Service, to the 

unauthorized insurer at its last  known principal place of business; and  

 

   (ii)  on or before the date that the unauthorized insurer is 

required to appear or within any further time that the court allows, the plaintiff or 

plaintiff's attorney files with the clerk of the court in which th e action is pending:  

 

    1. the unauthorized insurer's receipt, or the receipt 

issued by the United States Postal Service, showing the name of the sender of the 

letter and the name and address of the addressee; and  

 

    2. an affidavit of the plaintiff or  plaintiff's attorney 

showing compliance with paragraph (1) of this subsection.  

 

  (4) (i)  The service of process fee shall be taxed in the costs of the 

proceeding. 

 

   (ii)  A court may award reimbursement of the service of process 

fee to a prevailing plai ntiff in any proceeding against an unauthorized insurer.  

 

   (iii)  The Commissioner:  

 

    1. shall account quarterly to the Comptroller for fees 

collected under this subsection; and  

 

    2. after deducting expenses for mailing the process 

under paragraph ( 2) of this subsection, shall pay the fees on accounting to the State 

Treasurer, for the use of the State.  

 

  (5) The Commissioner shall keep a record of all process served on the 

Commissioner under this subsection.  

 

 (c) As an alternative to service of pro cess under subsection (b) of this 

section, service of process is valid if:  

 

  (1) service of process is made on any person in the State that, on 

behalf of an unauthorized foreign insurer or unauthorized alien insurer, is doing an 

act of insurance business listed in § 4-205(c) of this subtitle;  

 

  (2) within 10 days after service of process under item (1) of this 

subsection, the plaintiff or plaintiff's attorney sends a copy of the process by certified 

mail, return receipt requested, bearing a postmark from the United States Postal 

Service, to the unauthorized insurer at its last known principal place of business; and  
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  (3) on or before the date that the unauthorized insurer is required to 

appear or within any further time that the court allows, the pla intiff or plaintiff's 

attorney files with the clerk of the court in which the action is pending:  

 

   (i)  the unauthorized insurer's receipt, or the receipt issued by 

the United States Postal Service, showing the name of the sender of the letter and 

the nam e and address of the addressee; and  

 

   (ii)  an affidavit of the plaintiff or plaintiff's attorney showing 

compliance with item (1) of this subsection.  

 

 (d) A judgment by default may not be entered until the expiration of 45 days 

after the date of filing of the affidavit of compliance.  

 

 (e) This subtitle does not limit the right to serve any process, notice, or 

demand on an insurer or another person in any other manner authorized by law.  

 

§4ð207. 

 

 (a) (1) An unauthorized insurer or person that  does an act of insurance 

business listed in § 4-205(c) of this subtitle is deemed to have appointed irrevocably 

the Secretary of State to be the attorney of the unauthorized insurer or person in a 

proceeding in a court by the Commissioner or the Stat e, and on whom may be served 

any notice, order, pleading, or process in a proceeding before the Commissioner, and 

which proceeding arises from the unauthorized insurer or person doing an insurance 

business in the State.  

 

  (2) An unauthorized insurer or pe rson that does an act of insurance 

business listed in § 4-205(c) of this subtitle is deemed to have agreed that service on 

the Secretary of State under this section has the same legal effect as personal service 

in the State on the unauthorized insurer  or person.  

 

  (3) The deemed appointment of the Secretary of State binds the 

unauthorized insurer or person and any executor, administrator, personal 

representative, or successor in interest if a corporation, of the unauthorized insurer 

or person. 

 

 (b) (1) Service of process on the Secretary of State in a court proceeding 

or administrative proceeding under this section shall be made by delivering to the 

Secretary of State or an individual in apparent charge of the office of the Secretary of 

State two copi es of the process in a court proceeding or the notice, order, pleading, or 

process in an administrative proceeding.  
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  (2) Immediately after receipt of process in a court proceeding or the 

notice, order, pleading, or process in an administrative proceeding , the Secretary of 

State shall mail one copy of the process or notice, order, pleading, or process to the 

defendant in the court proceeding, or to the person to whom the notice, order, 

pleading, or process is addressed or directed in the administrative pro ceeding, at its 

last known principal place of business.  

 

  (3) Service of process under this section is sufficient if:  

 

   (i)  within 10 days after service on the Secretary of State under 

paragraph (1) of this subsection, the plaintiff or plaintiff's attor ney in a court 

proceeding or the Commissioner in an administrative proceeding sends notice of the 

service and a copy of the court process, or the notice, order, pleading, or process in 

the administrative proceeding, by certified mail, return receipt reques ted, bearing a 

postmark from the United States Postal Service, to the defendant in a court 

proceeding or the person to whom the notice, order, pleading, or process is addressed 

or directed in the administrative proceeding at its last known principal place of 

business; and 

 

   (ii)  on or before the date that the defendant is required to 

appear or respond in a court or administrative proceeding or within any further time 

that the court or Commissioner allows, the plaintiff or plaintiff's attorney in a court 

proceeding or the Commissioner in an administrative proceeding files with the clerk 

of the court in which the court proceeding is pending or with the Commissioner in an 

administrative proceeding:  

 

    1. the defendant's receipt, or the receipt issued by the  

United States Postal Service, showing the name of the sender of the letter and the 

name and address of the addressee; and  

 

    2. an affidavit of the plaintiff or plaintiff's attorney in 

a court proceeding, or the Commissioner in an administrative proceed ing, showing 

compliance with paragraph (1) of this subsection.  

 

  (4) A certificate by the Secretary of State that shows service in 

accordance with paragraph (1) of this subsection and is attached to the original or 

third copy of the process is sufficient evidence of service. 

 

  (5) Service on the Secretary of State under this section is deemed 

service on the principal.  

 

  (6) The Secretary of State shall keep a record of all process served on 

the Secretary of State under this section that shows the day and  time of service.  
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 (c) A judgment or determination, by default, in any court or administrative 

proceeding in which court process or a notice, order, pleading, or process is served 

under this section may not be entered until the expiration of 45 days after  the date of 

filing of the affidavit of compliance.  

 

 (d) This section does not limit the right to serve any process, notice, order, 

pleading, or demand on an insurer or another person in any other manner authorized 

by law.  

 

 (e) On request of the Commissi oner, the Attorney General may proceed in 

a court of this State or another state or in a federal court or agency to enforce an order 

or decision in a court proceeding or in an administrative proceeding before the 

Commissioner.  

 

§4ð208. 

 

 (a) Thi s section does not apply to:  

 

  (1) lawfully procured surplus lines insurance; or  

 

  (2) insurance contracts that are independently procured through 

negotiations occurring entirely outside of the State and that are reported and on 

which the premium tax is paid under §§ 4-210 and 4-211 of this subtitle.  

 

 (b) An unauthorized insurer may not enforce an insurance contract effective 

in the State and entered into by the unauthorized insurer.  

 

§4ð209. 

 

 (a) This section does not apply to:  

 

  (1) premiums on lawfully procured surplus lines insurance;  

 

  (2) premiums on independently procured insurance on which a tax 

has been paid under § 4ð211 of this subtitle; or  

 

  (3) wet marine and transportation insurance.  

 

 (b) (1) If an unauth orized insurer effects, continues, or renews insurance 

on a subject resident, located, or to be performed in the State, the unauthorized 

insurer shall pay to the Commissioner, before March 1 of the next calendar year, a 

premium receipts tax of 3 % of gross premiums charged for the insurance.  

 

  (2) For policies effective before July 21, 2011:  
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   (i)  if the policy covers property, risks, or exposures located or 

to be performed entirely in the State, the premium receipts tax shall be computed on 

the entire premium at the rate specified in paragraph (1) of this subsection; and  

 

   (ii)  if the policy covers property, risks, or exposures located or 

to be performed both in and outside the State, the premium receipts tax shall be 

computed at the rate specifi ed in paragraph (1) of this subsection only on that portion 

of the premium that is properly allocable to the risks located in the State.  

 

  (3) For policies effective on or after July 21, 2011, if the State is the 

insuredõs home state, the premium re ceipts tax shall be computed on the entire 

premium at the rate specified in paragraph (1) of this subsection.  

 

  (4) Insurance that an unauthorized insurer effects, continues, or 

renews on a subject resident, located, or to be performed in the State that i s procured 

through negotiations or an application wholly or partly occurring or made in or from 

within or outside of the State, or for which premiums wholly or partly are remitted 

directly or indirectly from in or outside of the State, is deemed to be insu rance 

procured, continued, or renewed in the State.  

 

 (c) The premium receipts tax under this section is instead of all other State 

taxes. 

 

 (d) If an unauthorized insurer defaults on the payment of the tax under this 

section, the insured shall pay the tax . 

 

 (e) If the tax is not timely paid under subsection (b) of this section, the 

amount of the tax due shall be increased by a penalty of:  

 

  (1) 25% of the tax due; and  

 

  (2) an amount computed at the rate of 1 % per month or any part of a 

month after the date the payment was due to the date the payment is made.  

 

§4ð210. 

 

 (a) In this section, òinsuredó includes an industrial insured who procures 

insurance of a risk through a full ðtime employee acting as a risk man ager. 

 

 (b) (1) Each insured that procures or causes to be procured insurance 

with an unauthorized insurer, or an insured or self ðinsured that procures or 

continues excess loss, catastrophe, or other insurance with an unauthorized insurer, 
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on a subject of insurance resident, located, or to be performed in the State other than 

surplus lines insurance, shall file with the Commissioner a report under this section.  

 

  (2) Insurance with an unauthorized insurer on a subject of insurance 

resident, located, or to be performed in the State that is procured through 

negotiations or an application wholly or partly occurring or made in or from within 

or outside of the State, or for which the premiums wholly or partly are remitted 

directly or indirectly from in or outside of the State, is deemed to be insurance 

procured in the State.  

 

 (c) For policies effective before July 21, 2011, a report under this section 

shall be filed within 60 days after the date that the insurance was procured.  

 

 (d) For policies effective  on or after July 21, 2011, on or before March 15 and 

September 15 of each year, or at another interval that the Commissioner directs, each 

insured shall:  

 

  (1) file with the Commissioner a report, on a form the Commissioner 

prescribes, on business subject to tax during the preceding half calendar year or other 

interval that the Commissioner directs; and  

 

  (2) pay to the Commissioner the total amount of tax stated in the 

report.  

 

 (e) By regulation, the Commissioner shall determine the required content 

and filing deadlines of the reports.  

 

§4ð211. 

 

 (a) This section does not apply to wet marine and transportation insurance.  

 

 (b) (1) If an insured procures, continues, or renews insurance from an 

unauthorized insurer that is subject to a report u nder § 4ð210 of this subtitle, a 

premium receipts tax of 3 % of the gross premiums charged for the insurance is levied 

on the obligation, chose in action, or right represented by the premium charged for 

the insurance.  

 

  (2) If an insuranc e contract subject to the tax is canceled and 

rewritten, the additional premium, for purposes of the premium receipts tax, is the 

premium in excess of the unearned premium of the canceled insurance contract.  

 

 (c) If the insured fails to withhold from the premium the amount of the tax 

levied under this section, the insured is liable for the amount of the tax imposed under 

subsection (b) of this section and shall pay the tax to the Commissioner.  
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 (d) If the tax imposed under subsection (b) of this section i s not timely paid, 

the amount of the tax due shall be increased by a penalty of:  

 

  (1) 25% of the tax due; and  

 

  (2) an amount computed at the rate of 1 % per month or part of a 

month after the date the payment is due until the date the paym ent is made.  

 

 (e) If the tax is not timely paid under this section, on request of the 

Commissioner, the Attorney General shall proceed in a court of this State or another 

state or in a federal court or agency to recover the tax.  

 

§4ð211.1. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òActó has the meaning stated in § 3ð301 of this article.  

 

  (3) òHome stateó has the meaning stated in § 3ð301 of this article.  

 

  (4) òNonadmitted insurance ó has the meaning stated in § 3ð301 of 

this article.  

 

 (b) For policies effective on or after July 21, 2011, the placement of 

nonadmitted insurance is subject to the statutory and regulatory requirements sole ly 

of the insured õs home state.  

 

 (c) The premiums charged for unauthorized insurance are subject to a 

premium receipts tax in the State on all gross premiums, less any returned 

premiums, charged for nonadmitted insurance as specified in §§ 4ð209 and 4ð211 of 

this subtitle.  

 

 (d) For policies effective before July 21, 2011:  

 

  (1) if the policy covers property, risks, or exposures located or to be 

performed entirely in the State, the premium receipts tax shall be computed on the 

entire premium at the rate specified in subsection (c) of this section; and  

 

  (2) if the policy covers property, risks, or exposures located or to be 

performed both in and outside the State, the premium receipts tax shall be computed 

at the rate specified  in subsection (c) of this section only on that portion of the 

premium that is properly allocable to the risks located in the State.  
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 (e) For policies effective on or after July 21, 2011, if the State is the 

insuredõs home state, the premium receipt s tax shall be computed on the entire 

premium at the rate specified in subsection (c) of this section.  

 

 (f) For policies effective on or after July 21, 2011, only the home state of an 

insured may receive premium receipts tax payments and reports for nonad mitted 

insurance.  

 

 (g) For policies effective on or after July 21, 2011, the regulation of 

nonadmitted insurance is subject to the statutory and regulatory requirements solely 

of the home state of the insured.  

 

 (h) The Commissioner shall cooperate with o ther states to adopt and 

implement uniform requirements for nonadmitted insurance in compliance with the 

Act.  

 

§4ð212. 

 

 An unauthorized insurer or person that violates this subtitle is subject to a 

civil penalty of not less than $100 but not ex ceeding $50,000 for each violation.  

 

§4ð301. 

 

 (a) In this subtitle the following words have the meanings indicated.  

 

 (b) òAdjusted RBC report ó means an RBC report that has been adjusted by 

the Commissioner in accordance with § 4ð303(b) of this subtitle.  

 

 (c) òCorrective order ó means an order issued by the Commissioner that 

specifies corrective actions that the Commissioner has determined are required.  

 

 (d) (1) òDomestic insurer ó means an insurer:  

 

   (i)  as defined in subsection (h) of this section; and  

 

   (ii)  that is formed under the laws of this State.  

 

  (2) òDomestic insurer ó does not include the Maryland Automobile 

Insurance Fund.  

 

 (e) òFiling date ó means March 1 of  any given year.  

 

 (f) òForeign insurer ó means an insurer:  
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  (1) as defined in subsection (h) of this section; and  

 

  (2) that is formed under the laws of a jurisdiction other than this 

State.  

 

 (fð1) òFraternal benefit society ó means a person authorized to transact 

insurance business in the State under Title 8, Subtitle 4 of this article.  

 

 (g) (1) òHealth insurer ó means an insurer that:  

 

   (i)  is authorized to write health insurance in the State; and  

 

   (ii)  receives the majority of its premium from the sale of health 

insurance.  

 

  (2) òHealth insurer ó includes:  

 

   (i)  a health maintenance organization operating under a 

certificate of authority issued by the Commissioner under Title 19, Subtitle 7 o f the 

Health ð General Article;  

 

   (ii)  a nonprofit health service plan operating under Title 14, 

Subtitle 1 of this article;  

 

   (iii)  a dental plan operating under Title 14, Subtitle 4 of this 

article; and  

 

   (iv)  a providerðsponsored organization operating under Title 

19, Subtitle 7A of the Health ð General Article.  

 

  (3) òHealth insurer ó does not include a managed care organization 

operating under Title 15, Subtitle 1 of the Health ð General Article.  

 

 (h) (1) òInsurer ó means an insurer or other entity authorized to engage 

in the insurance business in the State under a certificate of authority issued by the 

Commissioner.  

 

  (2) òInsurer ó includes:  

 

   (i)  a health maintenance organization ope rating under a 

certificate of authority issued by the Commissioner under Title 19, Subtitle 7 of the 

Health ð General Article;  
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   (ii)  a nonprofit health service plan operating under Title 14, 

Subtitle 1 of this article;  

 

   (iii)  a dental plan oper ating under Title 14, Subtitle 4 of this 

article; and  

 

   (iv)  a providerðsponsored organization operating under Title 

19, Subtitle 7A of the Health ð General Article.  

 

  (3) òInsurer ó does not include:  

 

   (i)  monoline:  

 

    1. mortgage guaranty insurers;  

 

    2. financial guaranty insurers; or  

 

    3. title insurers; or  

 

   (ii)  managed care organizations operating under Title 15, 

Subtitle 1 of the Health ð General Article.  

 

 (i)  òLife insurer ó means an insurer th at:  

 

  (1) is authorized to write life insurance in the State; and  

 

  (2) receives the majority of its premium from the sale of life 

insurance.  

 

 (j) òNAICó means the National Association of Insurance Commissioners.  

 

 (k)  òNegative trend ó means, with respect to a life insurer, health insurer, or 

fraternal benefit society, negative trend over a period of time, as determined in 

accordance with the òtrend test calculation ó included in the RBC instructions.  

 

 (l)  (1) òProperty and casualty insurer ó means an insurer that:  

 

   (i)  is authorized to write property insurance or casualty 

insurance in the State; and  

 

   (ii)  receives the majority of its premium from the sale of 

property insurance or casualty insurance.  

 

  (2) òProperty and casualty insurer ó does not include:  
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   (i)  a health maintenance organization operating under a 

certificate of authority issued by the Commissioner under Title 19, Subtitle 7 of the 

Health ð General Article;  

 

   (ii)  a nonprofit health service plan operating under Title 14, 

Subtitle 1 of this article;  

 

   (iii)  a dental plan operating under Title 14, Subtitle 4 of this 

article;  

 

   (iv)  a providerðsponsored organization operating under Title 

19, Subtitle 7A of the Health ð General Article; or  

 

   (v) a managed care organization operating under Title 15, 

Subtitle 1 of the Health ð General Article.  

 

 (m) òRBC instructions ó means the risk based capital instructions developed 

and adopted by the N AIC.  

 

 (n) òRBC leveló means an insurer õs company action level RBC, regulatory 

action level RBC, authorized control level RBC, or mandatory control level RBC if:  

 

  (1) òcompany action level RBC ó means the product of 2.0 and t he 

authorized control level RBC;  

 

  (2) òregulatory action level RBC ó means the product of 1.5 and the 

authorized control level RBC;  

 

  (3) òauthorized control level RBC ó means the number determined 

under the risk based capital form ula in accordance with the RBC instructions; or  

 

  (4) òmandatory control level RBC ó means the product of .70 and the 

authorized control level RBC.  

 

 (o) òRBC planó means a comprehensive financial plan that contains the 

elements specified in § 4ð305(b) of this subtitle.  

 

 (p) òRBC reportó means a report prepared by a domestic insurer and 

submitted to the Commissioner that details the domestic insurer õs RBC levels as of 

the end of the immediately preceding  calendar year.  

 

 (q) òRevised RBC planó means an RBC plan that has been:  
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  (1) rejected by the Commissioner; and  

 

  (2) subsequently revised by the insurer, with or without the 

Commissionerõs recommendation.  

 

 (r)  òTotal adjusted capitaló means the sum of:  

 

  (1) an insurer õs statutory capital and surplus as determined in 

accordance with the statutory accounting principles applicable to the annual 

financial statements required to be filed under State law and regulations ; and 

 

  (2) any other items provided for in the RBC instructions.  

 

§4ð302. 

 

 It is the public policy of the State that, in order to safeguard the solvency of 

the insurance business in the State:  

 

   (1) an insurer should maintain an amount of c apital in excess of the 

minimum RBC levels derived from the risk based capital requirements contained in 

this subtitle and the attendant formulas, schedules, and instructions; and  

 

  (2) additional capital is used and useful in the insurance business 

and helps to secure an insurer against various risks inherent in, or affecting, the 

insurance business and not accounted for or only partially measured by the risk based 

capital requirements contained in this subtitle.  

 

§4ð303. 

 

 (a) (1) (i)  On or before the filing date, each domestic insurer shall 

prepare and submit to the Commissioner a report of its RBC levels as of the end of 

the immediately preceding calendar year.  

 

   (ii)  The RBC report shall be in the form and shall contain the 

information req uired by the RBC instructions.  

 

  (2) In addition to the requirements of paragraph (1) of this 

subsection, each domestic insurer shall file its RBC report:  

 

   (i)  with the NAIC in accordance with the RBC instructions; 

and 

 

   (ii)  on written request, with  the insurance commissioner of any 

state in which the insurer is authorized to do business, on or before the later of:  
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    1. 15 days after receipt of the written request to file its 

RBC report with that state; or  

 

    2. the filing date.  

 

 (b) If a domestic insurer files an RBC report that, in the judgment of the 

Commissioner, is inaccurate, the Commissioner shall:  

 

  (1) adjust the RBC report to correct the inaccuracy; and  

 

  (2) notify the insurer of the adjustment, including a statement of the 

reason for the adjustment.  

 

§4ð304. 

 

 (a) (1) A life insurer õs or fraternal benefit society õs risk based capital 

shall be determined in accordance with the formula set forth in the RBC instructions.  

 

  (2) By applying the factors in the mann er set forth in the RBC 

instructions, the formula shall take into account and may adjust for the covariance 

between: 

 

   (i)  the risk with respect to the life insurer õs or fraternal 

benefit societyõs assets; 

 

   (ii)  the risk of adverse insuran ce experience with respect to the 

life insurer õs or fraternal benefit society õs liabilities and obligations;  

 

   (iii)  the interest rate risk with respect to the life insurer õs or 

fraternal benefit society õs business; and 

 

   (iv)  all other business risks and other relevant risks as set forth 

in the RBC instructions.  

 

 (b) (1) Except as provided in subsection (a) of this section, an insurer õs 

risk based capital shall be determined in accordance with the formula set forth in the  

RBC instructions.  

 

  (2) By applying the factors in the manner set forth in the RBC 

instructions, the formula shall take into account and may adjust for the covariance 

between: 

 

   (i)  asset risk;  
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   (ii)  credit risk;  

 

   (iii)  underwriting risk; and  

 

   (iv)  all other business risks and other relevant risks as set forth 

in the RBC instructions.  

 

§4ð305. 

 

 (a) A company action level event occurs:  

 

  (1) when an insurer files an RBC report that indicates that:  

 

   (i)  the insurer has total adjus ted capital that is:  

 

    1. greater than or equal to its regulatory action level 

RBC; and  

 

    2. less than its company action level RBC;  

 

   (ii)  in the case of a life insurer or fraternal benefit society, the 

life insurer or fraternal benefit society ha s total adjusted capital that:  

 

    1. is greater than or equal to its company action level 

RBC; 

 

    2. is less than the product of its authorized control level 

RBC and 3.0; and  

 

    3. has a negative trend;  

 

   (iii)  in the case of a property and casualt y insurer, the property 

and casualty insurer has total adjusted capital that:  

 

    1. is greater than or equal to its company action level 

RBC; 

 

    2. is less than the product of its authorized control level 

RBC and 3.0; and  

 

    3. triggers the trend tes t calculation included in the 

property and casualty RBC instructions; or  
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   (iv)  in the case of a health insurer, the health insurer has total 

adjusted capital that:  

 

    1. is greater than or equal to its company action level 

RBC; 

 

    2. is less than th e product of its authorized control level 

RBC and 3.0; and  

 

    3. triggers the trend test calculation included in the 

health RBC instructions;  

 

  (2) when the Commissioner notifies an insurer of an adjusted RBC 

report that indicates an event under item (1 ) of this subsection; or  

 

  (3) if an insurer requests a hearing to challenge an adjusted RBC 

report that indicates an event under item (1) of this subsection, when the 

Commissioner notifies the insurer that the Commissioner, after a hearing, has 

rejected the insurer õs challenge. 

 

 (b) In the event of a company action level event, the insurer shall prepare 

and submit to the Commissioner an RBC plan that shall:  

 

  (1) identify the conditions that contribute to the company action level 

event;  

 

  (2) contain proposals of corrective actions that the insurer intends to 

take and that would be expected to result in the elimination of the company action 

level event;  

 

  (3) provide projections of the insurer õs financial results in the current 

year and at least the 4 succeeding years that:  

 

   (i)  project financial results:  

 

    1. in the absence of proposed corrective actions; and  

 

    2. that give effect to the proposed corrective actions;  

 

   (ii)  include projections of statutory operating income, net 

in come, capital, and surplus; and  
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   (iii)  for both new and renewal business, include separate 

projections for each major line of business and separately identify each significant 

income, expense, and benefit component;  

 

  (4) identify the key assumptions t hat impact the insurer õs projections 

and the sensitivity of the projections to the assumptions; and  

 

  (5) identify the quality of and the problems associated with the 

insurer õs business, including its assets, anticipated business growth and as sociated 

surplus strain, extraordinary exposure to risk, mix of business, and use of 

reinsurance, as appropriate.  

 

 (c) The insurer shall submit the RBC plan to the Commissioner:  

 

  (1) within 45 days after the date of the company action level event; 

or 

 

  (2) if the insurer requests a hearing to challenge an adjusted RBC 

report, within 45 days after notification to the insurer that the Commissioner, after 

a hearing, has rejected the insurer õs challenge. 

 

 (d) (1) Within 60 days after an insurer submi ts an RBC plan to the 

Commissioner, the Commissioner shall notify the insurer whether the Commissioner 

has determined that the RBC plan may be implemented or that the RBC plan is 

unsatisfactory.  

 

  (2) If the Commissioner determines that the RBC plan is 

unsatisfactory, the notification to the insurer:  

 

   (i)  shall set forth the reasons for the determination; and  

 

   (ii)  may set forth proposed revisions that will make the RBC 

plan satisfactory to the Commissioner.  

 

  (3) On notification that the RBC plan i s unsatisfactory, the insurer 

shall:  

 

   (i)  prepare a revised RBC plan, which may incorporate by 

reference any revisions proposed by the Commissioner; and  

 

   (ii)  submit the revised RBC plan to the Commissioner.  

 

  (4) The insurer shall submit the revise d RBC plan required by 

paragraph (3) of this subsection to the Commissioner:  
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   (i)  within 45 days after the notification from the 

Commissioner; or  

 

   (ii)  if the insurer requests a hearing to challenge the 

notification from the Commissioner, within 45 d ays after notification to the insurer 

that the Commissioner, after a hearing, has rejected the insurer õs challenge. 

 

 (e) Subject to the right of the insurer to a hearing, when the Commissioner 

notifies an insurer that the insurer õs RBC plan or  revised RBC plan is unsatisfactory, 

the Commissioner may specify in the notification that the notification constitutes a 

regulatory action level event.  

 

 (f) (1) Each domestic insurer that files an RBC plan or revised RBC plan 

with the Commissioner shall file a copy of the RBC plan or revised RBC plan with 

the insurance commissioner of any state in which the insurer is authorized to do 

business if:  

 

   (i)  the state has a confidentiality provision substantially 

similar to § 4-310(a) of this subtitle; and 

 

   (ii)  the insurance commissioner of that state has notified the 

insurer in writing of its request for the filing.  

 

  (2) On request of an insurance commissioner of another state under 

this subsection, the insurer shall file a copy of the RBC plan or  revised RBC plan with 

that insurance commissioner by the later of:  

 

   (i)  15 days after receipt of the notification to file a copy of its 

RBC plan or revised RBC plan with that state; or  

 

   (ii)  the date on which the RBC plan or revised RBC plan is file d 

under subsection (c) or (d) of this section.  

 

§4ð306. 

 

 (a) A regulatory action level event occurs when:  

 

  (1) an insurer files an RBC report that indicates that the insurer has 

total adjusted capital that is:  

 

   (i)  greater than or equal to  its authorized control level RBC; 

and 
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   (ii)  less than its regulatory action level RBC;  

 

  (2) the Commissioner notifies an insurer of an adjusted RBC report 

that indicates an event under item (1) of this subsection;  

 

  (3) if an insurer requests a hear ing to challenge an adjusted RBC 

report that indicates an event under item (1) of this subsection, the Commissioner 

notifies the insurer that the Commissioner, after a hearing, has rejected the insurer õs 

challenge;  

 

  (4) an insurer fails to file an RBC report by the filing date, unless the 

insurer has:  

 

   (i)  provided the Commissioner with a satisfactory explanation 

for the failure; and  

 

   (ii)  cured the failure within 10 days after the filing date;  

 

  (5) an insurer fails to submit an RBC plan to the Commissioner 

within the time period specified in § 4-305(c) of this subtitle;  

 

  (6) the Commissioner notifies an insurer that:  

 

   (i)  the RBC plan or revised RBC plan submitted by the insurer 

is, in the judgment of the Commissioner, unsatisfacto ry; and  

 

   (ii)  the notification constitutes a regulatory action level event 

with respect to the insurer;  

 

  (7) the Commissioner notifies an insurer that the insurer has failed 

to adhere to its RBC plan or revised RBC plan, but only if:  

 

   (i)  the insur erõs failure to adhere to the RBC plan or revised 

RBC plan has a substantial adverse effect on the ability of the insurer to eliminate 

the company action level event in accordance with its RBC plan or revised RBC plan; 

and 

 

   (ii)  the Commissioner h as stated in the notification that the 

insurer õs failure to adhere to the RBC plan or revised RBC plan has a substantial 

adverse effect on the ability of the insurer to eliminate the company action level event; 

or 

 

  (8) if an insurer requests a hear ing to challenge a determination 

made by the Commissioner under item (6) or (7) of this subsection, the Commissioner 
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notifies the insurer that the Commissioner, after a hearing, has rejected the insurer õs 

challenge.  

 

 (b) In the event of a regulatory  action level event, the Commissioner shall:  

 

  (1) require the insurer to prepare and submit an RBC plan or, if 

applicable, a revised RBC plan;  

 

  (2) perform any examination or analysis that the Commissioner 

considers necessary of the assets, liabilities , and operations of the insurer, including 

a review of the insurer õs RBC plan or revised RBC plan; and  

 

  (3) after any examination or analysis performed under this 

subsection, issue a corrective order.  

 

 (c) In determining the type of corrective act ion to be taken by the insurer, 

the Commissioner may take into account all factors that the Commissioner considers 

relevant with respect to the insurer based on the Commissioner õs examination or 

analysis of the assets, liabilities, and operation of t he insurer, including the results 

of any sensitivity test undertaken pursuant to the RBC instructions.  

 

 (d) The insurer shall submit the RBC plan or revised RBC plan to the 

Commissioner:  

 

  (1) within 45 days after the date of the regulatory action level event; 

or 

 

  (2) if an insurer has requested a hearing to challenge an adjusted 

RBC report or revised RBC plan, within 45 days after notification to the insurer that 

the Commissioner, after a hearing, has rejected the insurer õs challenge. 

 

 (e) (1) The Commissioner may retain actuaries, investment experts, and 

other consultants as necessary in the judgment of the Commissioner to:  

 

   (i)  review an insurer õs RBC plan or revised RBC plan;  

 

   (ii)  examine or analyze the assets, liabilities, and op eration of 

the insurer; and  

 

   (iii)  formulate the corrective order to be imposed on the insurer.  

 

  (2) The fees, costs, and expenses that relate to any actuaries, 

investment experts, or other consultants retained under this subsection shall be 

borne by the affected insurer as directed by the Commissioner.  
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§4ð307. 

 

 (a) An authorized control level event occurs when:  

 

  (1) an insurer files an RBC report that indicates that the insurer has 

total adjusted capital that is:  

 

   (i)  greater than or  equal to its mandatory control level RBC; 

and 

 

   (ii)  less than its authorized control level RBC;  

 

  (2) the Commissioner notifies the insurer of an adjusted RBC report 

that indicates an event under item (1) of this subsection;  

 

  (3) if an insurer reque sts a hearing to challenge an adjusted RBC 

report that indicates the event under item (1) of this subsection, the Commissioner 

notifies the insurer that the Commissioner, after a hearing, has rejected the insurer õs 

challenge;  

 

  (4) the insurer fails  to respond to a corrective order in a manner 

satisfactory to the Commissioner; or  

 

  (5) if an insurer has requested a hearing to challenge a corrective 

order issued by the Commissioner:  

 

   (i)  the Commissioner notifies the insurer that the 

Commissioner,  after a hearing, has rejected the insurer õs challenge or modified the 

corrective order; and  

 

   (ii)  the insurer fails to respond, in a manner satisfactory to the 

Commissioner, to the sustained or modified corrective order.  

 

 (b) In the event of an authorized control level event, the Commissioner 

shall:  

 

  (1) take any action required under § 4-306(b) of this subtitle for an 

insurer that experiences a regulatory action level event; or  

 

  (2) if the Commissioner considers it to be in the best int erest of the 

policyholders and creditors of the insurer and of the public, take any action that may 

be necessary to place the insurer under conservation, rehabilitation, or liquidation 

under Title 9 of this article.  
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 (c) (1) The Commissioner shall have th e rights, powers, and duties 

under Title 9 of this article needed to carry out the requirements of this section.  

 

  (2) If the Commissioner takes any action under Title 9 of this article 

pursuant to an adjusted RBC report as provided in this section, the i nsurer shall be 

entitled to the protections afforded to insurers under Title 9 of this article with regard 

to summary proceedings.  

 

§4ð308. 

 

 (a) A mandatory control level event occurs when:  

 

  (1) an insurer files an RBC report that indicates t hat the insurer has 

total adjusted capital that is less than its mandatory control level RBC;  

 

  (2) the Commissioner notifies the insurer of an adjusted RBC report 

that indicates an event under item (1) of this subsection; or  

 

  (3) if an insurer requests  a hearing to challenge an adjusted RBC 

report that indicates the event under item (1) of this subsection, the Commissioner 

notifies the insurer that the Commissioner, after a hearing, has rejected the insurer õs 

challenge.  

 

 (b) (1) In the case of a life insurer or fraternal benefit society, if a 

mandatory control level event occurs with respect to the life insurer or fraternal 

benefit society, the Commissioner shall take any action that may be necessary to 

place the life insurer or fraternal benefit society under conservation, rehabilitation, 

or liquidation under Title 9 of this article.  

 

  (2) In the case of a property and casualty insurer, if a mandatory 

control level event occurs with respect to the property and casualty insurer, the 

Commissioner:  

 

   (i)  shall take any action that may be necessary to place the 

property and casualty insurer under conservation, rehabilitation, or liquidation 

under Title 9 of this article; or  

 

   (ii)  in the case of a property and casualty insurer that is not 

writing any new business and that is running off its existing business, may allow the 

property and casualty insurer to continue its run ðoff under the supervision of the 

Commissioner.  
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  (3) In the case of a health insurer, if a mandatory control level event 

occurs with respect to the health insurer, the Commissioner shall take any action 

that may be necessary to place the health insurer under conservation, rehabilitation, 

or liquidation under Title 9 of this article.  

 

 (c) The Commissioner may delay action un der subsection (b) of this section 

for up to 90 days after the occurrence of the mandatory control level event if the 

Commissioner finds there is a reasonable expectation that the mandatory control 

level event may be eliminated within the 90 ðday peri od. 

 

 (d) (1) The Commissioner shall have the rights, powers, and duties 

under Title 9 of this article needed to carry out the requirements of this section.  

 

  (2) If the Commissioner takes any action under Title 9 of this article 

pursuant to an adjusted R BC report as provided in this section, the insurer shall be 

entitled to the protections afforded to insurers under Title 9 of this article with regard 

to summary proceedings.  

 

§4ð309. 

 

 (a) An insurer may challenge any of the following determina tions made or 

actions taken by the Commissioner under this subtitle:  

 

  (1) notification to an insurer by the Commissioner of an adjusted 

RBC report;  

 

  (2) notification to an insurer by the Commissioner that:  

 

   (i)  the insurer õs RBC plan or revise d RBC plan is 

unsatisfactory; and  

 

   (ii)  the notification constitutes a regulatory action level event 

with respect to that insurer;  

 

  (3) notification to an insurer by the Commissioner that:  

 

   (i)  the insurer has failed to adhere to its RBC plan or re vised 

RBC plan; and  

 

   (ii)  the failure has a substantial adverse effect on the ability of 

the insurer to eliminate the company action level event with respect to the insurer in 

accordance with its RBC plan or revised RBC plan; or  
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  (4) notification to a n insurer by the Commissioner of a corrective 

order with respect to the insurer.  

 

 (b) (1) At the request of an insurer, the Commissioner shall hold a 

confidential hearing on the record under § 2-213(a) of this article to determine the 

validity of a c hallenge by the insurer.  

 

  (2) To request a hearing under this subsection, the insurer shall 

notify the Commissioner of its request within 5 days after the notification by the 

Commissioner under subsection (a) of this section.  

 

  (3) On receipt of the ins urerõs request for a hearing, the 

Commissioner shall hold a hearing within 30 days after the date of the insurer õs 

request.  

 

§4ð310. 

 

 (a) All RBC reports and RBC plans related to any domestic insurer or 

foreign insurer that are file d with the Commissioner:  

 

  (1) constitute confidential commercial information that might be 

damaging to the insurer if made available to the insurer õs competitors;  

 

  (2) shall be kept confidential by the Commissioner; and  

 

  (3) may not be made pub lic or be subject to subpoena, other than by 

the Commissioner and then only for the purpose of enforcement actions taken by the 

Commissioner under this subtitle or any other provision of this article.  

 

 (b) The provisions of this section apply to:  

 

  (1) RBC reports, to the extent the information in the RBC report is 

not required to be set forth in a publicly available annual statement schedule; and  

 

  (2) RBC plans, including the results or report of any examination or 

analysis of an insurer performed in c onnection with any RBC plan and any corrective 

order issued by the Commissioner pursuant to the examination or analysis.  

 

 (c) It is the public policy of the State that the comparison of an insurer õs 

total adjusted capital to any of its RBC levels:  

 

  (1) is a regulatory tool that may indicate the need for possible 

corrective action with respect to the insurer; and  
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  (2) is not intended as a means to rank insurers generally.  

 

 (d) It is the public policy of the State that the RBC instructions, RBC 

reports, adjusted RBC reports, RBC plans, and revised RBC plans:  

 

  (1) are intended solely for use by the Commissioner in monitoring the 

solvency of insurers and the need for possible corrective action with respect to 

insurers; and  

 

  (2) may not be used by  the Commissioner for rate making or 

considered or introduced as evidence in any rate proceeding or used by the 

Commissioner to calculate or derive any elements of an appropriate premium level or 

rate of return for any line of insurance that an insurer or any affiliate is authorized 

to write.  

 

§4ð311. 

 

 (a) The provisions of this subtitle are supplemental to other laws of the 

State, and may not preclude or limit any other powers or duties of the Commissioner.  

 

 (b) (1) The Commissioner may adopt regulations to carry out this 

subtitle.  

 

  (2) The Commissioner, in consultation with the Secretary of Health, 

shall adopt regulations that apply appropriate risk based capital standards to 

managed care organizations as defined under § 15ð101(e) of the Health ð General 

Article.  

 

 (c) The Commissioner may exempt from the application of this subtitle any 

domestic property and casualty insurer that:  

 

  (1) writes direct business only in the State;  

 

  (2) writes direct annual premiums of $2,000 ,000 or less; and 

 

  (3) assumes no reinsurance in excess of 5 % of direct premiums 

written.  

 

 (d) The Commissioner may exempt from the application of this Act any 

domestic health insurer that:  

 

  (1) (i)  writes direct business only in the State;  
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   (ii)  assumes no reinsurance in excess of 5 % of direct premiums 

written; and  

 

   (iii)  writes direct annual premiums for comprehensive medical 

business of $2,000,000 or less; or  

 

  (2) covers less than 2,000 lives if the health insurer is:  

 

   (i)  a nonprofit health service plan that provides coverage 

solely for dental services; or  

 

   (ii)  a dental plan organization.  

 

§4ð312. 

 

 (a) On written request of the Commissioner, a foreign insurer shall:  

 

  (1) submit to the Commissioner an RBC re port as of the end of the 

immediately preceding calendar year on the later of:  

 

   (i)  the date an RBC report would be required to be filed by a 

domestic insurer under this subtitle; or  

 

   (ii)  15 days after the request is received by the foreign insurer;  

and 

 

  (2) promptly submit to the Commissioner a copy of any RBC plan or 

revised RBC plan that the insurer has filed with the insurance commissioner of any 

other state.  

 

 (b) (1) The Commissioner may require a foreign insurer to file an RBC 

plan with the Commissioner in the event of a company action level event, regulatory 

action level event, or authorized control level event with respect to the foreign 

insurer:  

 

   (i)  under the risk based capital statute of the foreign insurer õs 

state of domicile i f the insurance commissioner of that state fails to require the foreign 

insurer to file an RBC plan in accordance with that state õs risk based capital statute; 

or 

 

   (ii)  under this subtitle if there is no risk based capital statute 

in force in the foreign insurer õs state of domicile.  
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  (2) If the foreign insurer fails to file an RBC plan with the 

Commissioner under this subsection, the Commissioner may order the foreign 

insurer to cease and desist from writing new insurance business in this S tate.  

 

 (c) If a mandatory control level event occurs with respect to a foreign 

insurer and a domiciliary receiver has not been appointed with respect to that foreign 

insurer under the rehabilitation and liquidation statute applicable in the foreign 

insure rõs state of domicile, the Commissioner may file an action in the Circuit Court 

of Baltimore City under Title 9 of this article to seek the liquidation of any property 

of the foreign insurer found in the State.  

 

§4ð313. 

 

 There is no liabi lity on the part of, and no cause of action arises against, the 

Commissioner or the Administration or its employees or agents for any action taken 

by them in the performance of their powers and duties under this subtitle.  

 

§4ð314. 

 

 All notices by the Commissioner to an insurer that may result in regulatory 

action under this subtitle shall be effective:  

 

   (1) if transmitted by registered or certified mail, on the date of 

mailing; or  

 

  (2) if transmitted by any other means, on the date of recei pt of notice 

by the insurer.  

 

§4ð401. 

 

 (a) This section applies to:  

 

  (1) each insurer that provides professional liability insurance to:  

 

   (i)  a physician, nurse, dentist, podiatrist, optometrist, or 

chiropractor licensed under the Health O ccupations Article; or  

 

   (ii)  a hospital licensed under the Health ð General Article; and  

 

  (2) each selfðinsured hospital.  

 

 (b) An entity subject to this section shall report quarterly any claim or 

action for damages for personal injury if  the claim or action:  
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  (1) is claimed to have been caused by an error, omission, or 

negligence in the performance of the insured õs professional services or is based on a 

claimed performance of the insured õs professional services without conse nt; and  

 

  (2) resulted in:  

 

   (i)  a final judgment in any amount;  

 

   (ii)  a settlement in any amount; or  

 

   (iii)  a final disposition that does not result in payment on behalf 

of the insured.  

 

 (c) A report required under this section shall contain the  information 

required under § 4ð405(b) of this subtitle.  

 

 (d) A report required under this section shall be filed within 90 days after 

the end of the quarter during which an event described in subsection (b)(2)(i), (ii), or 

(iii) of this sectio n occurred.  

 

 (e) (1) A report that relates to a physician shall be filed with the State 

Board of Physicians.  

 

  (2) A report that relates to a hospital shall be filed with the Secretary 

of Health.  

 

  (3) A report that relates to a nurse, dentist, podiatri st, optometrist, 

or chiropractor shall be filed with the appropriate licensing board for these health 

care providers.  

 

 (f) (1) Subject to paragraph (2) of this subsection, a report filed in 

accordance with this section shall be treated as a personal recor d under § 4ð501(e) of 

the General Provisions Article.  

 

  (2) Each report shall be released to the Maryland Health Care 

Commission.  

 

 (g) An insurer that reports under this section or its agents or employees, 

the State Board of Physicians or its representatives, and any appropriate licensing 

authority that receives a report under this section shall have the immunity from 

liability described in § 5ð701 of the Courts Article for any action taken by them under 

this section.  
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 (h) Failure t o report to a person specified in subsection (e)(1), (2), or (3) of 

this section may result in the imposition by a circuit court of a civil penalty of up to 

$5,000. 

 

§4ð402. 

 

 (a) Medical files on applicants and claimants that are compiled by in surers 

under policies of health insurance or life insurance shall be made available for 

inspection:  

 

  (1) on request of the applicant or claimant;  

 

  (2) on request of the agent of the applicant or claimant; or  

 

  (3) on request of the applicant, to a phy sician of the applicant õs 

choice. 

 

 (b) Information that is provided by a physician shall be made available on 

request:  

 

  (1) after a period of 5 years after the date of the medical examination; 

or 

 

  (2) at any time on written authorization of the physician.  

 

 (c) An agent that requests to review the medical file of an applicant or 

claimant must have an authorization to review medical records signed by the 

applicant or claimant.  

 

§4ð403. 

 

 (a) Except as provided in subsection (b), (c), or  (d) of this section, an insurer, 

or an insurance service organization whose functions include the collection of medical 

data, may not disclose the contents of an insured õs medical or claims records.  

 

 (b) (1) An insurer may disclose specific medical  information or medical 

data contained in an insured õs medical or claims records to:  

 

   (i)  the insured;  

 

   (ii)  the insured õs agent or representative; or  

 

   (iii)  on request of the insured, a physician of the insured õs 

choice. 
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  (2) An insurer, or an insurance service organization whose functions 

include the collection of medical data, may disclose specific medical information or 

medical data contained in an insured õs medical or claims records if the insured 

authorizes the discl osure. 

 

 (c) An insurer, or an insurance service organization whose functions 

include the collection of medical data, may disclose specific medical information or 

medical data contained in an insured õs medical or claims records without the 

authorizat ion of the insured:  

 

  (1) to a medical review committee, accreditation board, or 

commission, if the information is requested by or is in furtherance of the purpose of 

the committee, board, or commission;  

 

  (2) in response to legal process;  

 

  (3) to a nonprofit health service plan or Blue Cross or Blue Shield 

plan to coordinate benefit payments under multiple sickness and accident, dental, or 

hospital medical contracts;  

 

  (4) to investigate possible insurance fraud;  

 

  (5) for reinsurance purposes;  

 

  (6) in the normal course of underwriting, to an insurer information 

exchange that may not redisclose the information unless expressly authorized by the 

person to whom the information pertains;  

 

  (7) to evaluate an application for or renewal of insurance;  

 

  (8) to evaluate and adjust a claim for benefits under a policy or to 

evaluate and calculate provider fiscal incentives or other types of provider payments;  

 

  (9) to evaluate, settle, or defend a claim or suit for personal injury;  

 

  (10) in accordance wi th a cost containment contractual obligation to 

verify that benefits paid by the insurer were proper contractually;  

 

  (11) to a policyholder if:  

 

   (i)  the policyholder does not further disclose the specific 

medical information; and  
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   (ii)  the informat ion is required for an audit of the billing made 

by the insurer to the policyholder; or  

 

  (12) to the insured õs treating providers for the sole purposes of 

enhancing or coordinating patient care or assisting the treating providers õ clinical 

decision making, provided that:  

 

   (i)  a disclosure under this item is subject to the additional 

limitations in § 4ð307 of the Health ð General Article on disclosure of a medical record 

developed primarily in connection with the provision o f mental health services;  

 

   (ii)  medical information or medical data contained in an 

insuredõs medical or claims records may be disclosed only in accordance with the 

federal Health Insurance Portability and Accountability Act of 1996, any regulatio ns 

adopted under the Act, and any other applicable federal privacy laws, and disclosures 

under this item may not be made in violation of the prohibited uses or disclosures 

under the federal Health Insurance Portability and Accountability Act of 1996;  

 

   (iii)  an insurer or an insurance service organization that 

discloses medical information or medical data contained in an insured õs medical or 

claims records in accordance with this item shall provide a notice consistent with the 

requirements of 45 C.F .R. § 164.520 specifying the information to be shared, with 

whom it will be shared, and the specific types of uses and disclosures that the insurer 

or insurance service organization may make in accordance with this item;  

 

   (iv)  the notice required b y item (iii) of this item shall include 

an opportunity for the insured to opt ðout of the sharing of the insured õs medical 

information or medical data contained in the insured õs medical or claims records with 

the insured õs treating p roviders for the purposes identified in this item; and  

 

   (v) if an insurer or an insurance service organization discloses 

medical information or medical data through an infrastructure that provides 

organizational and technical capabilities for the exchan ge of protected health 

information, as defined in § 4ð301 of the Health ð General Article, among entities not 

under common ownership, the insurer is subject to the requirements of §§ 4ð302.2 

and 4ð302.3 of the Health ð General Article.  

 

 (d) This section does not prohibit the use of medical records, data, or 

statistics if the use does not disclose the identity of a particular insured or covered 

person. 

 

 (e) An insurer that knowingly violates this section is liab le to a plaintiff for 

any damages recoverable in a civil action, including reasonable attorney õs fees. 
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§4ð404. 

 

 If a life insurer denies a policy of life insurance to an applicant, the life insurer 

shall disclose the results of any medic al examination administered to determine the 

applicant õs insurability to a physician of the applicant õs choice if the applicant so 

requests. 

 

§4ð405. 

 

 (a) (1) Each insurer providing professional liability insurance to a health 

care provider in the State shall submit to the Commissioner information on:  

 

   (i)  the nature and cost of reinsurance;  

 

   (ii)  the claims experience, by category, of health care 

providers;  

 

   (iii)  the amount of claim settlements and claim awards;  

 

   (iv)  the amount of reserves for claims incurred and incurred 

but unreported claims;  

 

   (v) the number of structured settlements used in payment of 

claims; and  

 

   (vi)  any other information relating to health care malpractice 

claims prescribed by the Commission er in regulation.  

 

  (2) (i)  An insurer subject to the reporting requirement under 

paragraph (1) of this subsection shall notify the Commissioner of any information 

that the insurer considers proprietary.  

 

   (ii)  In accordance with § 4ð335 of the General Provisions 

Article, the Commissioner shall deny inspection of any part of a report submitted 

under paragraph (1) of this subsection that the Commissioner determines contains 

confidential commercial information or confidential financial informati on. 

 

 (b) In addition to the information required under subsection (a) of this 

section, for each claim filed with the Director of the Health Care Alternative Dispute 

Resolution Office under § 3ð2Að04 of the Courts Article, each insurer pro viding 

professional liability insurance to a health care provider in the State shall submit to 

the Commissioner the following information:  

 

  (1) (i)  name of insurer;  
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   (ii)  name of insurer group;  

 

   (iii)  claim file identification;  

 

   (iv)  name of person completing form;  

 

   (v) telephone number (area code); and  

 

   (vi)  date form completed;  

 

  (2) (i)  date of injury;  

 

   (ii)  date injury reported to insurer; and  

 

   (iii)  date claim closed;  

 

  (3) age and gender of insured person at time of injury;  

 

  (4) (i)  type of injury;  

 

   (ii)  description of injury; and  

 

   (iii)  if the claim is against a health care provider covered under 

a policy issued or delivered by the insurer completing this form, the name of the 

health facility where the injury occurred;  

 

  (5) (i)  type of medical professional liability policy;  

 

   (ii)  if known, whether the patient was:  

 

    1. an inpatient;  

 

    2. an emergency room outpatient; or  

 

    3. other outpatient;  

 

   (iii)  physician ISO classification, or equivalent classifica tion;  

 

   (iv)  health care provider name and license number; and  

 

   (v) policy limits for:  

 

    1. each claim or medical incident; and  
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    2. annual aggregate;  

 

  (6) (i)  if known, the facility, office, or county where injury 

occurred; and  

 

   (ii)  the case number and the name and location of the court 

where the suit was filed and the case was tried;  

 

  (7) (i)  whether settlement was reached or award was made at one 

of the following stages:  

 

    1. arbitration;  

 

    2. mediation;  

 

    3. before suit was f iled;  

 

    4. after suit was filed, but before trial;  

 

    5. during trial, but before court verdict;  

 

    6. court verdict;  

 

    7. after verdict; or  

 

    8. after appeal was filed;  

 

   (ii)  if settlement was reached or award was made by court 

verdict, wh ether the result was:  

 

    1. directed verdict for plaintiff;  

 

    2. directed verdict for defendant;  

 

    3. judgment notwithstanding the verdict for the 

plaintiff;  

 

    4. judgment notwithstanding the verdict for the 

defendant;  

 

    5. judgment for the p laintiff;  

 

    6. judgment for the defendant;  
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    7. for plaintiff, after appeal;  

 

    8. for defendant, after appeal; or  

 

    9. any other;  

 

   (iii)  if there was no final judgment or settlement, the date and 

reason for the final disposition; and  

 

   (iv ) if the case did go to trial, whether the case was tried by a 

jury;  

 

  (8) with respect to the total amount paid to the claimant:  

 

   (i)  the amount paid by the insurer;  

 

   (ii)  the amount paid by the insured due to retention or 

deductible;  

 

   (iii)  if known, the amount paid by an excess carrier;  

 

   (iv)  if known, the amount paid by the insured due to settlement 

or award in excess of policy limits;  

 

   (v) if known, the amount paid by other defendants or 

contributors; and  

 

   (vi)  the total amount of se ttlement or award;  

 

  (9) a summary of the occurrence from which the claim or action arose, 

including:  

 

   (i)  a description of the misdiagnosis or alleged misdiagnosis 

made, if any, of the patient õs actual condition;  

 

   (ii)  a description of the pr ocedure giving rise to the claim; and  

 

   (iii)  a description of the principal injury giving rise to the claim;  

 

  (10) (i)  whether a structured settlement or periodic payment was 

used in closing this claim; and  

 

   (ii)  if a structured settlement or perio dic payment was used:  
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    1. the amount of immediate payment;  

 

    2. the present value of the projected total future payout 

(price of annuity if purchased); and  

 

    3. the projected total future payout;  

 

  (11) if a neutral expert witness is employed un der § 3ð2Að09(d)(2) of 

the Courts Article, the findings of a neutral expert witness as to a plaintiff õs future 

medical expenses or future loss of earnings;  

 

  (12) if the case was tried to verdict, the amount of noneconomic 

damages; and 

 

  (13) (i)  the total allocated loss adjustment expense by fees and 

expenses paid to defense counsel; and 

 

   (ii)  the total allocated loss adjustment expense.  

 

 (c) The Commissioner:  

 

  (1) shall adopt regulations on the submission of information 

described in this section; and  

 

  (2) may adopt regulations that require insurers of other lines of 

liability insurance to submit reports containing information that is substantially 

similar to the information described in subsection (a) of this section.  

 

 (d) Failure to report in accordance with this section may result in the 

imposition by the Commissioner of a civil penalty of up to $5,000.  

 

 (e) The Commissioner shall report, in accordance with § 2-1246 of the State 

Government Article, the Commissioner õs findings as to the impact of Chapter 5 of the 

Acts of the 2004 Special Session of the General Assembly and Chapter 477 of the Acts 

of the General Assembly of 1994 on the availability of health care malpractice and 

other liability insurance in the S tate to the Legislative Policy Committee on or before 

September 1 of each year.  

 

§5ð101. 

 

 (a) In determining the financial condition of an insurer, the following assets 

that the insurer owns shall be allowed as admitted assets:  
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  (1) cash that  the insurer holds or that it controls while the cash is in 

transit, and the true balance of any deposit in a solvent bank or trust company;  

 

  (2) shares or deposits in a savings and loan association or building 

and loan association, to the extent that th e investment or account is insured by an 

instrumentality of the United States or of Canada;  

 

  (3) in an amount not exceeding the cash surrender value of each 

individual policy:  

 

   (i)  premium notes and policy loans, except for collateral 

assignment loans ; and 

 

   (ii)  accrued interest that is 90 days or more past due on each 

asset listed in item (i) of this item;  

 

  (4) in an amount not exceeding the policy reserve on each individual 

policy:  

 

   (i)  collateral assignment loans; and  

 

   (ii)  accrued intere st that is 90 days or more past due on the 

asset listed in item (i) of this item;  

 

  (5) for a life insurer:  

 

   (i)  the net amount of uncollected premiums that are not more 

than 90 days past due, unless payable directly or indirectly by an instrumentality  of 

the United States; and  

 

   (ii)  the net amount of deferred premiums and annuity 

considerations;  

 

  (6) except for life insurance premiums, the amount of premiums in 

the course of collection that:  

 

   (i)  are not more than 90 days past due, unless payab le directly 

or indirectly by an instrumentality of the United States; and  

 

   (ii)  do not include commissions;  

 

  (7) to the extent of the unearned premium reserves carried on 

policies: 
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   (i)  installment premiums other than life insurance premiums; 

and 

 

   (ii)  notes or similar written obligations not past due taken for 

premiums other than life insurance premiums;  

 

  (8) the full amount of reinsurance that a ceding insurer may recover 

from a solvent reinsurer under Subtitle 9 of this title;  

 

  (9) amounts  receivable by an assuming insurer that represent funds 

that a solvent ceding insurer withholds under a reinsurance treaty;  

 

  (10) deposits or equities recoverable from an underwriting association, 

syndicate, reinsurance fund, or suspended banking institu tion:  

 

   (i)  to the extent the deposits or equities are available for 

payment of losses and claims; or  

 

   (ii)  at values that the Commissioner determines;  

 

  (11) electronic data processing equipment and operating system 

software amortized over a period of not more than 3 calendar years, to the extent it 

does not exceed 3% of the insurer õs capital and surplus as required to be shown on 

the insurer õs statutory financial statement, adjusted to exclude deferred tax assets 

and net positive goodwill;  

 

  (12) investments, securities, properties, and loans acquired or held in 

accordance with this article, and the related items listed in subsection (b) of this 

section; 

 

  (13) positive goodwill recorded under the statutory purchase method 

of accounting:  

 

   (i)  to the extent that it does not exceed 10 % of the parent 

insurer õs capital and surplus, as required to be shown on the statutory balance sheet, 

excluding any net positive goodwill, electronic data processing equipment, operatin g 

system software, and net deferred tax assets; and  

 

   (ii)  amortized over a period of not more than 10 calendar years;  

 

  (14) other assets that an insurer may list as admitted assets in the 

annual statement required under this article, unless specifical ly not admitted under 

§ 5ð102 of this subtitle; and  
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  (15) at values determined by the Commissioner, other assets:  

 

   (i)  that are not inconsistent with this title; and  

 

   (ii)  that the Commissioner considers available for the payment 

of losses and claims.  

 

 (b) In determining the financial condition of an insurer, the following items 

related to investments, securities, properties, or loans that the insurer owns shall be 

allowed as admitted assets:  

 

  (1) if it is not more than 90 days past du e: 

 

   (i)  interest that is due or accrued on a bond or evidence of 

indebtedness that is:  

 

    1. not in default; and  

 

    2. not valued on a basis that includes accrued interest;  

 

   (ii)  declared and unpaid dividends on shares of stock, unless 

the amount  of those dividends has otherwise been allowed as an asset;  

 

   (iii)  interest that is due or accrued on deposits in solvent banks, 

solvent trust companies, or savings and loan associations insured by an 

instrumentality of the United States or of Canada; o r 

 

   (iv)  if the Commissioner considers that the interest is a 

collectible asset, interest that is due or accrued on other assets;  

 

  (2) interest that is due or accrued on a collateral loan:  

 

   (i)  to the extent that the interest does not exceed 1 year õs 

interest on the loan; and  

 

   (ii)  to the extent that the unpaid balance of the loan plus 

accrued interest does not exceed the net value of the collateral that would be 

admitted, less estimated costs to obtain and sell the collateral;  

 

  (3) if the  interest in its entirety is less than 180 days past due and 

has not accrued for more than 18 months, interest that is due or accrued on a 

mortgage loan, in an amount not more than any amount by which the value of the 

property, reduced by the amount of del inquent taxes and other costs to obtain and 

sell the property, exceeds the unpaid principal;  
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  (4) rent that is due or accrued on real property if:  

 

   (i)  the rent is not past due for more than 90 days; or  

 

   (ii)  the payment is adequately secured by pr operty held in the 

name of the tenant and conveyed to the insurer as collateral; and  

 

  (5) for a title insurer, title plants as provided in § 5-104 of this 

subtitle.  

 

§5ð102. 

 

 (a) Notwithstanding § 5-101 of this subtitle, in determin ing the financial 

condition of an insurer, the following expressly are not allowed as admitted assets:  

 

  (1) organizational expenses, trade names, and other similar 

intangible assets;  

 

  (2) except for policy loans, a secured or unsecured advance to an 

officer of the insurer;  

 

  (3) an advance given only on personal security to an employee or 

insurance producer of the insurer or to another person;  

 

  (4) stock of the insurer owned by it, any material interest in the stock 

of the insurer, any loan that is s ecured by the stock of the insurer, or any material 

proportionate interest in the stock of the insurer acquired or held through the 

insurer õs ownership of an interest in another firm, corporation, or business unit;  

 

  (5) except for electronic data p rocessing equipment and operating 

system software allowed as admitted assets under § 5-101(a)(11) of this subtitle, 

fixtures, furniture, furnishings, libraries, safes, stationery, supplies, and vehicles; 

and 

 

  (6) the amount, if any, by which the agg regate book value of 

investments carried in the ledger assets of the insurer exceeds the amount deemed 

collectible or the aggregate value of those investments as determined under this 

article.  

 

 (b) Notwithstanding subsection (a) of this section, a bona fi de mortgage loan 

to an officer or employee of the insurer may be allowed as an admitted asset if the 

loan: 
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  (1) is approved and ratified by the board of directors of the insurer;  

 

  (2) is secured by a first mortgage on a principal residence of an office r 

or employee; and 

 

  (3) does not exceed the amount allowed for any other mortgage 

investment under § 5-511(g) of this title.  

 

§5ð103. 

 

 In determining the financial condition of an insurer, capital stock and 

liabilities to be charged agai nst the insurer õs assets include:  

 

   (1) the amount of any capital stock outstanding;  

 

  (2) the amount, estimated in accordance with this article, that is 

needed to pay: 

 

   (i)  all of the insurer õs reported or unreported losses and claims 

in curred on or before the date of the annual statement required under this article; 

and 

 

   (ii)  the expenses of adjustment or settlement of those losses 

and claims;  

 

  (3) any additional reserves that the Commissioner reasonably 

requires for a specific kind  of insurance;  

 

  (4) taxes, expenses, and other obligations that are due or accrued at 

the date of the annual statement required under this article;  

 

  (5) as to life insurance and disability insurance and annuity 

contracts:  

 

   (i)  reserves on life insur ance policies and annuity contracts in 

force, valued according to the tables of mortality, rates of interest, and applicable 

methods adopted under this article;  

 

   (ii)  reserves for disability benefits for active and disabled lives;  

 

   (iii)  reserves for  accidental death benefits;  
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   (iv)  reserves for additional benefits that provide long -term 

home health care and long -term care in a nursing home or other related institution; 

and 

 

   (v) any additional reserves that the Commissioner reasonably 

requires; and 

 

  (6) as to insurance other than as specified in item (5) of this section, 

the amount of reserves equal to the unearned parts of the gross premiums charged 

on policies in force, computed in accordance with this article.  

 

§5ð104. 

 

 (a) (1) I n this section the following words have the meanings indicated.  

 

  (2) òBackplant ó means a title plant that antedates the period of time 

covered by an existing title plant, or that covers additional parcels of land.  

 

  (3) òTitle plant ó means an integrated and indexed collection of title 

records consisting of documents, maps, surveys, or entries affecting title to real 

property or any interest in or encumbrance on the property which has been filed or 

recorded in the jurisdiction for which the title plant is established or maintained, as 

well as copies of prior title insurance policies.  

 

 (b) A title plant shall be allowed as an admitted asset for a title insurer 

under § 5-101 of this subtitle subject to the provisions of this sec tion.  

 

 (c) (1) The costs specified in this subsection shall be capitalized costs 

with reference to the valuation of a title plant.  

 

  (2) Until a title plant can be used by an insurer to conduct title 

searches and issue title insurance policies, the costs  incurred to construct a title 

plant, including the costs incurred to obtain, organize, and summarize historical 

information in an efficient and useful manner shall be capitalized costs. The 

capitalized costs must be directly related to, and properly ident ified with, the 

activities necessary to construct the title plant.  

 

  (3) (i)  The costs to purchase a title plant, including a purchase of 

an undivided interest in a title plant, shall be capitalized costs, recorded at cost at 

the date of acquisition.  

 

   (ii)  For a title plant acquired separately, the costs shall be 

measured by the fair market value of the consideration given.  
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   (iii)  For a title plant acquired as part of a group of assets, the 

costs shall be measured first by the fair market value of th e consideration given, and 

then the cost shall be allocated to the title plant based on the fair market value of the 

title plant in relation to the total fair market value of the group of assets acquired.  

 

  (4) The costs to purchase or construct a backpla nt may be capitalized 

if the costs are properly identifiable.  

 

 (d) (1) The costs specified in this subsection may not be capitalized costs 

with reference to the valuation of a title plant.  

 

  (2) Costs incurred after a title plant is operational to:  

 

   (i)  convert the information from one storage and retrieval 

system to another shall not be capitalized costs; or  

 

   (ii)  modify or modernize the storage and retrieval system shall 

not be capitalized costs.  

 

 (e) The following costs shall be expensed as incu rred with reference to the 

valuation of a title plant:  

 

  (1) costs incurred to maintain a title plant; and  

 

  (2) costs incurred to perform title searches.  

 

 (f) The aggregate carrying value of an investment in a title plant may not 

exceed the lesser of: 

 

  (1) 20% of the admitted assets; or  

 

  (2) 40% of the surplus as regards policyholders.  

 

 (g) A title insurer may sell:  

 

  (1) a title plant and relinquish all rights to future use of the title 

plant;  

 

  (2) an undivided ownership interest in its title plants; and  

 

  (3) a copy of a title plant or the right to use a title plant.  

 

 (h) Subject to the approval of the Commissioner, a title insurer may:  
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  (1) enter into an agreement with one or more other title insurers 

authorized to do busines s in the State for the purpose of jointly participating in the 

ownership, management, and control of a title plant so as to serve the needs of the 

insurers; or  

 

  (2) hold stock in a corporation that owns and operates a title plant 

for the purpose of parti cipating in the ownership, management, and control of a title 

plant.  

 

 (i)  Except as provided in this section, title insurers shall comply with the 

investment requirements under Subtitle 6 of this title.  

 

§5ð201. 

 

 (a) (1) In this section the fo llowing words have the meanings indicated.  

 

  (2) òOperative date of the valuation manual ó has the meaning stated 

in § 5ð201.1 of this subtitle.  

 

  (3) òOpinionó means an opinion issued by a qualified actuary and 

developed in accordance with the standards of practice of the Actuarial Standards 

Board.  

 

  (4) òQualified actuary ó means a member in good standing of the 

American Academy of Actuaries who meets the qualification standards of the 

Academy for issuing an  opinion required by this section.  

 

 (b) This section applies to reserve requirements and opinions relating to 

reserve requirements for policies, contracts, and benefit agreements of life insurers, 

nonprofit health service plans, and fraternal benefit soci eties required before the 

operative date of the valuation manual.  

 

 (c) (1) In addition to the requirement of paragraph (2) of this subsection, 

the aggregate reserves for all policies, contracts, and benefit agreements of a life 

insurer may not be less tha n the aggregate reserves computed under Subtitle 3 of 

this title.  

 

  (2) (i)  The aggregate reserves for all policies, contracts, and 

benefit agreements of a life insurer, nonprofit health service plan, or fraternal benefit 

society may not be less than the aggregate reserves that a qualified actuary 

determines to be necessary under subsection (e) of this section.  

 

   (ii)  By regulation, the Commissioner may provide for a 

transition period to establish any higher reserves required by this paragraph.  
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 (d) Each life insurer, nonprofit health service plan, and fraternal benefit 

society that does business in the State shall submit annually the opinion of a qualified 

actuary as to whether the reserves and related actuarial items held in support of the 

life insurer õs policies, contracts, and benefit agreements are:  

 

  (1) computed appropriately;  

 

  (2) based on assumptions that satisfy contractual provisions;  

 

  (3) consistent with prior reported amounts; and  

 

  (4) in compliance with applicable laws of the St ate. 

 

 (e) (1) Except as exempted by regulations adopted by the Commissioner, 

each life insurer, nonprofit health service plan, and fraternal benefit society shall 

include with the opinion required by subsection (d) of this section an additional 

opinion of  the same qualified actuary, stating whether the reserves and related 

actuarial items that are held in support of the policies, contracts, and benefit 

agreements by the life insurer, nonprofit health service plan, or fraternal benefit 

society are adequate to meet its obligations under its policies, contracts, and benefit 

agreements, in light of the assets held with respect to the reserves and related 

actuarial items.  

 

  (2) The obligations of a life insurer, nonprofit health service plan, or 

fraternal benef it society under its policies, contracts, and benefit agreements include 

benefits to be provided and associated expenses that may reasonably be expected.  

 

  (3) In reviewing the assets held by the life insurer, nonprofit health 

service plan, or fraternal b enefit society with respect to the reserves and related 

actuarial items, the qualified actuary shall consider the expected investment 

earnings on the assets and other consideration that the life insurer, nonprofit health 

service plan, or fraternal benefit society expects to receive and retain under the 

policies, contracts, and benefit agreements.  

 

 (f) (1) A memorandum acceptable to the Commissioner shall be 

prepared to support each opinion required under this section.  

 

  (2) The supporting memorandum shall  be in the form and contain the 

information that is specified by regulation.  

 

  (3) The life insurer, nonprofit health service plan, or fraternal benefit 

society shall:  
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   (i)  keep the supporting memorandum in its home office; and  

 

   (ii)  on request, sub mit a copy of the memorandum to the 

Commissioner.  

 

  (4) The Commissioner may engage a qualified actuary at the expense 

of the life insurer, nonprofit health service plan, or fraternal benefit society to review 

each opinion and prepare a supporting memoran dum if:  

 

   (i)  the life insurer, nonprofit health service plan, or fraternal 

benefit society fails to provide a supporting memorandum within the period specified 

by regulation; or  

 

   (ii)  the Commissioner determines that the supporting 

memorandum that th e life insurer, nonprofit health service plan, or fraternal benefit 

society provides fails to meet necessary standards or is unacceptable.  

 

 (g) (1) Each opinion required by this section shall:  

 

   (i)  be submitted with the annual statement required by thi s 

article and reflect the valuation of the reserve liabilities of the life insurer, nonprofit 

health service plan, or fraternal benefit society;  

 

   (ii)  apply to all business in force, including individual and 

group health insurance plans; and  

 

   (iii)  be based on standards adopted by the Actuarial Standards 

Board.  

 

  (2) The Commissioner may adopt regulations to establish additional 

requirements for an opinion.  

 

  (3) For a foreign insurer or alien insurer, the Commissioner may 

accept an opinion that the  foreign insurer or alien insurer files with the insurance 

supervisory official of another state if the Commissioner determines that the opinion 

reasonably meets the requirements applicable to a life insurer, nonprofit health 

service plan, or fraternal ben efit society domiciled in this State.  

 

 (h) (1) Except as provided in subsection (i) of this section, the 

Commissioner shall keep confidential and may not make public any memorandum or 

other material that the life insurer, nonprofit health service plan, or  fraternal benefit 

society provides in connection with an opinion issued under this section.  
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  (2) A memorandum or other material provided to the Commissioner 

is not subject to a subpoena except for defending in a suit that:  

 

   (i)  seeks damages from any  person; and 

 

   (ii)  is based on an action required by this section.  

 

 (i)  (1) The Commissioner may release a memorandum or other material 

provided to the Commissioner:  

 

   (i)  with the written consent of the life insurer, nonprofit 

health service plan, o r fraternal benefit society that provides the memorandum or 

material; or  

 

   (ii)  to the American Academy of Actuaries, if the Academy:  

 

    1. requests the memorandum or other material for 

professional disciplinary proceedings; and  

 

    2. sets forth proc edures satisfactory to the 

Commissioner to preserve the confidentiality of the memorandum or other material.  

 

  (2) All parts of a memorandum or other material are no longer 

confidential if any part of the memorandum or material is:  

 

   (i)  cited by the li fe insurer, nonprofit health service plan, or 

fraternal benefit society in its marketing;  

 

   (ii)  cited before a governmental unit other than a State 

insurance department; or  

 

   (iii)  released by the life insurer, nonprofit health service plan, 

or frater nal benefit society to the news media.  

 

 (j) Except for fraud, willful misconduct, or gross negligence, a qualified 

actuary is not liable for damages to any person other than the life insurer, nonprofit 

health service plan, fraternal benefit society, or th e Commissioner for any act, error, 

omission, decision, or conduct related to an opinion that the qualified actuary issues 

under this section.  

 

 (k)  The Commissioner shall adopt regulations to establish disciplinary 

action against a life insurer, nonprofit health service plan, fraternal benefit society, 

or qualified actuary that violates this section.  
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§5ð201.1. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òAccident and health insurance contract ó means a contract, as 

specified in the valuation manual, that:  

 

   (i)  incorporates morbidity risk; and  

 

   (ii)  provides protection against economic loss resulting from 

accident, sickness, or medical conditions.  

 

  (3) òAppointed actuary ó means a qualified actuary who is appointed 

in accordance with the valuation manual to issue an opinion required by this section.  

 

  (4) òCompanyó means an entity that:  

 

   (i)  1. has written, issued, or reinsured life insurance 

policies, accident and health insurance contracts, or deposit ðtype contracts in the 

State; and  

 

    2. has at least one of the policies or contracts specified 

in item 1 of this item in force or on claim; or  

 

   (ii)  1. has written, issued, or reinsured life insurance 

policies, accident and health insurance contracts, or deposit ðtype contracts in any 

state; and  

 

    2. is required to hold a certificate of authority to write 

life insurance policies, accident and health insurance contracts, or deposit ðtype 

contract s in this State.  

 

  (5) òDepositðtype contract ó means a contract, as specified in the 

valuation manual, that does not incorporate mortality or morbidity risks.  

 

  (6) (i)  òLife insurance policy ó means a policy, as specified in  the 

valuation manual, that incorporates mortality risk.  

 

   (ii)  òLife insurance policy ó includes:  

 

    1. an annuity contract; and  

 

    2. a pure endowment contract.  
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  (7) òOperative date of the valuation manual ó means the date 

determined in accordance with § 5ð313 of this title.  

 

  (8) òQualified actuary ó means an individual who:  

 

   (i)  is qualified to sign the applicable statement of actuarial 

opinion in accordance with the American Academy of Actuaries q ualification 

standards for actuaries signing such statements; and  

 

   (ii)  meets the requirements specified in the valuation manual.  

 

  (9) òValuation manual ó means the manual of valuation instructions 

adopted by the National Association of Ins urance Commissioners in the manner 

specified in § 5ð313(b)(1) of this title.  

 

 (b) This section applies to each company that, on or after the operative date 

of the valuation manual:  

 

  (1) has outstanding life insurance policies, accident and he alth 

insurance contracts, or deposit ðtype contracts in the State; and  

 

  (2) is subject to regulation by the Commissioner.  

 

 (c) (1) A company subject to this section shall submit annually the 

opinion of an appointed actuary as to whether the reserve s and related actuarial 

items held in support of the company õs life insurance policies, accident and health 

insurance contracts, and deposit ðtype contracts are:  

 

   (i)  computed appropriately;  

 

   (ii)  based on assumptions that satisfy contract ual provisions;  

 

   (iii)  consistent with prior reported amounts; and  

 

   (iv)  in compliance with applicable laws of the State.  

 

  (2) The valuation manual shall prescribe the contents of the opinion 

and any other items considered necessary to the scope of  the opinion.  

 

 (d) (1) Except as exempted in the valuation manual, a company subject 

to this section shall include with the opinion required by subsection (c) of this section 

an additional opinion of the same appointed actuary, stating whether the reserve s 

and related actuarial items that are held in support of the company õs life insurance 

policies, accident and health insurance contracts, and deposit ðtype contracts are 
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adequate to meet the company õs obligations under the life insurance p olicies, accident 

and health insurance contracts, and deposit ðtype contracts, in light of the assets held 

with respect to the reserves and related actuarial items.  

 

  (2) The obligations of a company under its life insurance policies, 

accident and he alth insurance contracts, and deposit ðtype contracts include benefits 

to be provided and associated expenses that may reasonably be expected.  

 

  (3) In reviewing the assets held by a company with respect to the 

reserves and related actuarial items, t he appointed actuary shall consider the 

expected investment earnings on the assets and other consideration that the company 

expects to receive and retain under the company õs life insurance policies, accident 

and health insurance contracts, and deposi tðtype contracts.  

 

 (e) (1) A memorandum shall be prepared to support each opinion 

required under this section.  

 

  (2) The supporting memorandum shall be:  

 

   (i)  in the form and contain the information that is specified in 

the valuation manual; and  

 

   (ii)  acceptable to the Commissioner.  

 

  (3) The Commissioner may engage a qualified actuary at the expense 

of a company subject to this section to review each opinion and the basis for the 

opinion and prepare a supporting memorandum if:  

 

   (i)  the company fails to provide a supporting memorandum, at 

the request of the Commissioner, within the period specified in the valuation manual; 

or 

 

   (ii)  the Commissioner determines that the supporting 

memorandum that the company provides fails to meet the stand ards prescribed by 

the valuation manual or is otherwise unacceptable to the Commissioner.  

 

 (f) (1) Each opinion required by this section shall:  

 

   (i)  be in the form and contain the information that is specified 

in the valuation manual;  

 

   (ii)  be acceptable to the Commissioner;  
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   (iii)  be submitted with the annual statement required by this 

article;  

 

   (iv)  reflect the valuation of the reserve liabilities of a company 

subject to this section for each year ending on or after the operative date of the 

valuation manual;  

 

   (v) apply to all life insurance policies, accident and health 

insurance contracts, and deposit ðtype contracts subject to subsection (d) of this 

section and any other actuarial liabilities as may be specified in the valuation 

manual; and  

 

   (vi)  be based on standards adopted by the Actuarial Standards 

Board and any additional standards as may be prescribed in the valuation manual.  

 

  (2) For a foreign company or an alien company, the Commissioner 

may accept an opinion that the fo reign or alien company files with the insurance 

supervisory official of another state if the Commissioner determines that the opinion 

reasonably meets the requirements applicable to a company domiciled in this State.  

 

 (g) Except for fraud or willful misco nduct, an appointed actuary is not liable 

for damages to any person other than the company or the Commissioner for any act, 

error, omission, decision, or conduct related to the appointed actuary õs opinion.  

 

 (h) The Commissioner shall adopt regulatio ns to establish disciplinary 

action against a company or an appointed actuary that violates this section.  

 

§5ð202. 

 

 (a) If the Commissioner determines that an insurer õs unearned premium 

reserve is inadequate, the Commissioner may require the insurer to increase the 

unearned premium reserve and maintain it at an adequate level.  

 

 (b) If the Commissioner determines that an insurer õs loss reserves are 

inadequate as shown by the insurer õs loss experience, the Commissioner shall req uire 

the insurer to increase the reserves and maintain them at an adequate level.  

 

§5ð203. 

 

 (a) An insurer shall maintain active life reserves for all health insurance 

policies. 

 

 (b) The active life reserves:  
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  (1) shall place a sound value o n the insurer õs liabilities under the 

health insurance policies;  

 

  (2) may not be less than the reserves required by the appropriate 

standards set forth in regulations that the Commissioner adopts; and  

 

  (3) in the aggregate, may not be less than t he pro rata gross unearned 

premiums for the health insurance policies.  

 

§5ð205. 

 

 (a) Except as provided in subsection (e) of this section, each insurer shall 

maintain unearned premium reserves on all policies in force with respect to:  

 

  (1) in surance against loss or damage to property;  

 

  (2) general casualty insurance; and  

 

  (3) surety insurance.  

 

 (b) The Commissioner may require that, after deducting reinsurance ceded 

to solvent insurers in the manner provided in this article, the reserves equal the 

unearned parts of the gross premiums in force that are computed on each respective 

risk from the policy õs date of issue. 

 

 (c) Reserves under this section shall be computed:  

 

  (1) at the option of the insurer, on a daily pro rata basis or a monthly 

pro rata basis if the insurance risk does not vary significantly during the contract 

period; or  

 

  (2) over the period of risk in proportion to the amount of insurance 

protection provided if the period of risk differs significantly from the contr act period.  

 

 (d) After adopting a method for computing reserves, an insurer may change 

the method only with the approval of the Commissioner or the insurance supervisory 

official of the insurer õs domicile.  

 

 (e) (1) A marine insurance premium on a t rip risk not terminated is 

considered unearned.  

 

  (2) The Commissioner may require an insurer to carry reserves for 

unearned premiums equal to 100 % on trip risks written during the month ended as 

of the date of the insurer õs annual statement required by this article.  
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§5ð206. 

 

 (a) (1) In this section, òrisk premiums ó means the amount charged for 

the assumption of risk.  

 

  (2) òRisk premiums ó includes title insurance producer commissions.  

 

  (3) òRisk p remiumsó does not include charges for services rendered 

in the preparation of documents, searching, underwriting, recording of documents, or 

closing of a risk.  

 

 (b) In addition to adequate reserves required by § 5ð103 of this title for 

outstanding losses, a title insurer domiciled in the State shall maintain a statutory 

reserve or unearned premium reserve of at least an amount computed as follows:  

 

  (1) 8% of the total amount of the risk premiums written in the 

calendar year for th e retained liability for title insurance contracts shall be as 

assigned originally to the reserves; and  

 

  (2) during each of the 20 years that follow the year in which the 

contract is issued, the reserves applicable to the contract shall be reduced in equ al 

12ðmonth installments in accordance with the following formula:  

 

   (i)  35% of the aggregate sum in the year succeeding the year 

of addition;  

 

   (ii)  15% of the aggregate sum in each of the succeeding 2 years;  

 

   (iii)  10% of the aggregate sum in the succeeding year;  

 

   (iv)  3% of the aggregate sum in each of the succeeding 3 years;  

 

   (v) 2% of the aggregate sum in each of the succeeding 3 years; 

and 

 

   (vi)  1% of the aggregate sum in each of the succ eeding 10 years. 

 

 (c) (1) Each title insurer shall file with its annual statement required 

under § 4ð116 of this article a certification by a member in good standing of the 

Casualty Actuarial Society, or a member in good standing of the America n Academy 

of Actuaries who has been approved as qualified for signing casualty loss reserve 

opinions by the Casualty Practice Council of the American Academy of Actuaries, as 

to the adequacy of its reserves required under this section and § 5ð103 of this title.  
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  (2) The actuarial certification required of a title insurer must 

conform to the National Association of Insurance Commissioners õ annual statement 

instructions for title insurers.  

 

 (d) (1) Unearned premium reserves may not be rele ased under 

subsection (a) of this section to the extent that the release would result in the 

aggregate reserve falling below the amount required under this section and § 5ð103 

of this title.  

 

  (2) Any amount of unearned premium reserves that ma y not be 

released under paragraph (1) of this subsection shall be considered an unearned 

premium reserve and may not be considered a supplemental reserve.  

 

§5ð301. 

 

 (a) In this  subtitle the following words have the meanings indicated.  

 

 (b) òAccident and health insurance contract ó has the meaning stated in § 5ð

201.1(a) of this title.  

 

 (c) òAppointed actuary ó means a qualified actuary who is appointed in 

accordance with the valuation manual to prepare an opini on required by § 5ð201.1 of 

this title.  

 

 (d) òCompanyó has the meaning stated in § 5ð201.1(a) of this title.  

 

 (e) òDepositðtype contract ó has the meaning stated in § 5ð201.1(a) of this 

title.  

 

 (f) òLife insurance policy ó has the meaning stated in § 5ð201.1(a) of this 

title.  

 

 (g) òNAICó means the National Association of Insurance Commissioners.  

 

 (h) òOperative date of the valuation manual ó has the meaning stated in § 

5ð201.1(a) of this title.  

 

 (i)  (1) òPolicyholder behavior ó means any action a policyholder, contract 

holder, or any other person with the right to elect options, including a certificate 

holder, may take under a life insurance policy, an accident and health insurance 

contract, or a deposit ðtype contract issued on or after the operative date of the 

valuation manual.  

 



 

 - 218 - 

  (2) òPolicyholder behavior ó includes behavior relating to lapse, 

withdrawal, transfer, deposit, premium payment, loan, annuitization,  or benefit 

elections prescribed by a life insurance policy, an accident and health insurance 

contract, or a deposit ðtype contract issued on or after the operative date of the 

valuation manual.  

 

  (3) òPolicyholder behavior ó does not include an event of mortality or 

morbidity that results in benefits prescribed in their essential aspects by the terms 

of a life insurance policy, an accident and health insurance contract, or a deposit ð

type contract issued on or after the operative date of the valuation manual.  

 

 (j) òPrinciple ðbased valuation ó means a reserve valuation that:  

 

  (1) uses one or more methods or one or more assumptions determined 

by a company; and  

 

  (2) meets the requirements of § 5ð314 of this subtitle.  

 

 (k)  òQualified actuary ó has the meaning stated in § 5ð201.1(a) of this title.  

 

 (l)  òTail risk ó means a risk that occurs when:  

 

  (1) the frequency of  low probability events is higher than expected 

under a normal probability distribution; or  

 

  (2) events of very significant size or magnitude are observed.  

 

 (m) òValuation manual ó has the meaning stated in § 5ð201.1(a) of this tit le. 

 

§5ð301.1. 

 

 (a) (1) (i)  Subject to subparagraph (ii) of this paragraph, the 

Commissioner annually shall value or cause to be valued the reserves for all 

outstanding life insurance policies, annuity contracts, and pure endowment contracts 

issued by each life insurer doing business in the State before the operative date of the 

valuation manual.  

 

   (ii)  For an alien insurer, the valuation required by this 

subsection shall be limited to the alien insurer õs United States business.  

 

  (2) To calculate reserves under this subsection, the Commissioner 

may use group methods and approximate averages for fractions of a year or 

otherwise.  
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  (3) For a foreign insurer or alien insurer, instead of the valuation of 

reserves required by paragraph (1) of this subsection, the Commissioner may accept 

a valuation made or caused to be made by the insurance supervisory official of 

another state or other jurisdiction if the valuation complies with the minimum 

standard under this subtitle.  

 

  (4) Subject to th e approval of the Commissioner, an insurer that has 

adopted a standard of valuation producing greater aggregate reserves than the 

aggregate reserves calculated under the minimum standard provided in this subtitle 

may adopt a lower standard of valuation if it is not lower than the minimum standard 

provided in this subtitle.  

 

 (b) (1) The Commissioner annually shall value or cause to be valued the 

reserves for all outstanding life insurance policies, accident and health insurance 

contracts, and deposit ðtype contracts issued by a company on or after the operative 

date of the valuation manual.  

 

  (2) For a foreign company or an alien company, instead of the 

valuation of reserves required by paragraph (1) of this subsection, the Commissioner 

may accept a valuation made or caused to be made by the insurance supervisory 

official of another state if the valuation complies with the minimum standard under 

this subtitle.  

 

§5ð302. 

 

 Except as otherwise provided in §§ 5-305 and 5-306 of this sub title, the 

minimum standard for the valuation of a policy or contract issued before the operative 

date of the Maryland Standard Nonforfeiture Law for Life Insurance is the minimum 

standard provided by former Article 48A, § 83(2) of the Code in effect on September 

30, 1997. 

 

§5ð303. 

 

 (a) Except as otherwise provided in §§ 5ð305 and 5ð306 of this subtitle for 

group annuity contracts and pure endowment contracts issued before the operative 

date of the Maryland Standard No nforfeiture Law for Life Insurance:  

 

  (1) §§ 5ð304 through 5 ð312 of this subtitle apply only to policies and 

contracts, as appropriate, issued on or after that operative date and before the 

operative date of the valuation manual; and  

 

  (2) §§ 5ð313 and 5ð314 of this subtitle do not apply to the policies 

and contracts.  

 



 

 - 220 - 

 (b) Sections 5ð313 and 5ð314 of this subtitle apply to all life insurance 

policies, accident and health insurance contracts, and dep ositðtype contracts issued 

by a company on or after the operative date of the valuation manual.  

 

§5ð304. 

 

 (a) (1) Except as otherwise provided in §§ 5ð305 and 5ð306 of this 

subtitle, the minimum standard for the valu ation of life insurance policies, annuity 

contracts, and pure endowment contracts is:  

 

   (i)  the Commissioners reserve valuation methods specified in 

§§ 5ð307, 5ð308, and 5ð311 of this subtitle;  

 

   (ii)  the applicable tables i n subsections (b) through (h) of this 

section; and  

 

   (iii)  except as provided in paragraph (2) of this subsection, 

interest at 3.5 % per year.  

 

  (2) For a policy or contract issued on or after July 1, 1978 other than 

an annuity contract or pure en dowment contract, the interest rate is:  

 

   (i)  4% per year if the policy or contract was issued any time 

from July 1, 1978 to June 30, 1980, both inclusive; or  

 

   (ii)  4.5% per year if the policy or contract was issued on or after 

July 1, 1 980. 

 

 (b) For an ordinary policy of life insurance issued on the standard basis, 

excluding any disability and accidental death benefits in the policy, the applicable 

table for the minimum standard for the valuation of the policy is:  

 

  (1) if the policy w as issued before the operative date of § 16ð308 of 

this article, the Commissioners 1941 Standard Ordinary Mortality Table;  

 

  (2) if the policy was issued on or after the operative date of § 16ð308 

of this article but before the opera tive date of § 16ð309 of this article:  

 

   (i)  the Commissioners 1958 Standard Ordinary Mortality 

Table; or  

 

   (ii)  at the election of the insurer, the Commissioners 1958 

Standard Ordinary Mortality Table, calculating all modified net premiums and 

present values referred to in this subtitle for any category of policies issued on female 
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risks according to an age not more than 6 years younger than the actual age of the 

insured; and  

 

  (3) if the policy was issued on or after the operative date of § 16ð309 

of this article:  

 

   (i)  the Commissioners 1980 Standard Ordinary Mortality 

Table or, at the election of the insurer for any one or more specified plans of life 

insurance, the Commissioners 1980 Standard Ordinary Mortality Table with Te nð

Year Select Mortality Factors; or  

 

   (ii)  any ordinary mortality table, adopted after 1980 by NAIC 

and approved by a regulation of the Commissioner for use in determining the 

minimum standard of valuation for the policy.  

 

 (c) For an industrial li fe insurance policy issued on the standard basis, 

excluding any disability and accidental death benefits in the policy, the applicable 

table for the minimum standard for the valuation of the policy is:  

 

  (1) if the policy was issued before the operative d ate of § 16ð308(d) of 

this article, the 1941 Standard Industrial Mortality Table; and  

 

  (2) if the policy was issued on or after the operative date of § 16ð

308(d) of this article:  

 

   (i)  the Commissioners 1961 Standard Industrial Mo rtality 

Table; or  

 

   (ii)  any industrial mortality table, adopted after 1980 by NAIC 

and approved by regulation of the Commissioner for use in determining the minimum 

standard of valuation for the policy.  

 

 (d) For an individual annuity contract or pure e ndowment contract, 

excluding any disability and accidental death benefits in the contract, the applicable 

table for the minimum standard for the valuation of the contract is, at the option of 

the insurer:  

 

  (1) the 1937 Standard Annuity Mortality Table;  

 

  (2) the Annuity Mortality Table for 1949, Ultimate; or  

 

  (3) a modification of a table specified by item (1) or (2) of this 

subsection approved by the Commissioner.  
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 (e) For a group annuity contract or pure endowment contract, excluding any 

disability and accidental death benefits in the contract, the applicable table for the 

minimum standard for the valuation of the contract is:  

 

  (1) the Group Annuity Mortality Table for 1951;  

 

  (2) a modification of the Group Annuity Mortality Table for 1951 

approved by the Commissioner; or  

 

  (3) at the option of the insurer, any of the tables or modifications of 

tables specified by subsection (d) of this section for individual annuity contracts and 

pure endowment contracts.  

 

 (f) (1) For total and permanent disabi lity benefits in or supplementary 

to an ordinary policy or contract, the applicable table for the minimum standard for 

the valuation of the policy or contract is:  

 

   (i)  if the policy or contract was issued on or before December 

31, 1960, the Class (3) Di sability Table (1926);  

 

   (ii)  if the policy or contract was issued any time from January 

1, 1961 to December 31, 1965, both inclusive:  

 

    1. the tables specified by item (i) of this paragraph; or  

 

    2. at the option of the insurer, the Class (3) Disa bility 

Table (1926); and  

 

   (iii)  if the policy or contract was issued on or after January 1, 

1966: 

 

    1. the tables of Period 2 disablement rates and the 

1930 to 1950 termination rates of the 1952 Disability Study of the Society of 

Actuaries, with due regard to the type of benefit; or  

 

    2. any tables of disablement rates and termination 

rates adopted after 1980 by NAIC and approved by regulation of the Commissioner 

for use in determining the minimum standard of valuation for the policy or contract.  

 

  (2) For active lives, the table used under this subsection shall be 

combined with a mortality table allowed for calculating the reserves for life insurance 

policies. 
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 (g) (1) For accidental death benefits in or supplementary to a policy, the 

applicable table for the minimum standard for the valuation of the policy is:  

 

   (i)  if the policy was issued on or before December 31, 1960, the 

Intercompany Double Indemnity Mortality Table;  

 

   (ii)  if the policy was issued any time from January 1, 1961 to 

December 31, 1965, both inclusive:  

 

    1. a table specified by item (i) of this paragraph; or  

 

    2. at the option of the insurer, the Intercompany 

Double Indemnity Mortality Table; and  

 

   (iii)  if the policy was issued on or after January 1, 1966:  

 

    1. th e 1959 Accidental Death Benefits Table; or  

 

    2. an accidental death benefits table adopted after 

1980 by NAIC and approved by regulation of the Commissioner for use in determining 

the minimum standard of valuation for the policy.  

 

  (2) The table used u nder this subsection shall be combined with a 

mortality table allowed for calculating the reserves for life insurance policies.  

 

 (h) For group life insurance, life insurance issued on the substandard basis, 

longðterm home health care and long ðterm care in a nursing home or other related 

institution, or any other special benefit, the applicable table for the minimum 

standard for the valuation of the policy or benefit is any table approved by the 

Commissioner for use in determining the minimum st andard of valuation of the 

policy.  

 

§5ð305. 

 

 (a) (1) Except as provided in § 5ð306 of this subtitle and subject to 

paragraph (3) of this subsection, this section applies to:  

 

   (i)  all individual annuity contracts and pure endowment  

contracts issued on or after the operative date of this section; and  

 

   (ii)  all annuities and pure endowments purchased on or after 

the operative date under group annuity contracts and pure endowment contracts.  
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  (2) This section does not apply to any disability or accidental death 

benefit in a contract.  

 

  (3) The operative date of this section is:  

 

   (i)  January 1, 1979; or  

 

   (ii)  the date or dates before January 1, 1979, specified by the 

insurer in a written notice filed with the Commissioner befo re January 1, 1979, of the 

insurer õs election of an earlier date or dates.  

 

 (b) For an individual annuity contract or pure endowment contract issued 

on or before June 30, 1980, the applicable table and interest rate for the minimum 

standard for the valuation of the contract are:  

 

  (1) the 1971 Individual Annuity Mortality Table or a modification of 

that table approved by the Commissioner; and  

 

  (2) interest at:  

 

   (i)  6% per year for a single premium immediate annuity 

contract; and  

 

   (ii)  4% per year for any other individual annuity contract or 

pure endowment contract.  

 

 (c) For an individual single premium immediate annuity contract issued on 

or after July 1, 1980, the applicable table and interest rate for the minimum standard 

for  the valuation of the contract are:  

 

  (1) (i)  the 1971 Individual Annuity Mortality Table;  

 

   (ii)  an individual annuity mortality table adopted after 1980 

by NAIC and approved by regulation of the Commissioner for use in determining the 

minimum standard  of valuation for the contract; or  

 

   (iii)  a modification of a table specified by subitem (i) or (ii) of 

this item approved by the Commissioner; and  

 

  (2) interest at 7.5 % per year.  

 

 (d) For an individual annuity contract or pure endowment contr act issued 

on or after July 1, 1980, other than a single premium immediate annuity contract, 
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the applicable table and interest rate for the minimum standard for the valuation of 

the contract are:  

 

  (1) (i)  the 1971 Individual Annuity Mortality Table;  

 

   (ii)  an individual annuity mortality table adopted after 1980 

by NAIC and approved by regulation of the Commissioner for use in determining the 

minimum standard of valuation for the contract; or  

 

   (iii)  a modification of a table specified in subitem (i) or (ii) of 

this item approved by the Commissioner; and  

 

  (2) interest at:  

 

   (i)  5.5% per year for a single premium deferred annuity 

contract or pure endowment contract; and  

 

   (ii)  4.5% per year for any other individual annuity contract o r 

pure endowment contract.  

 

 (e) For an annuity or pure endowment purchased on or before June 30, 

1980, under a group annuity contract or pure endowment contract, the applicable 

table and interest rate for the minimum standard for the valuation of the cont ract 

are: 

 

  (1) the 1971 Group Annuity Mortality Table or a modification of that 

table approved by the Commissioner; and  

 

  (2) interest at 6 % per year.  

 

 (f) For an annuity or pure endowment purchased on or after July 1, 1980, 

under a group annuit y contract or pure endowment contract, the applicable table and 

interest rate for the minimum standard for the valuation of the contract are:  

 

  (1) (i)  the 1971 Group Annuity Mortality Table;  

 

   (ii)  a group annuity mortality table adopted after 1980 by 

NAIC and approved by regulation of the Commissioner for use in determining the 

minimum standard of valuation for the annuity or pure endowment; or  

 

   (iii)  a modification of a table specified in subitem (i) or (ii) of 

this item approved by the Commissione r; and  

 

  (2) interest at 7.5 % per year.  
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§5ð306. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òChange in fund basis ó means a valuation basis under which the 

interest rate used to determine  the minimum valuation standard applicable to each 

change in a fund held under an annuity or under a guaranteed interest contract is 

the calendar year statutory valuation interest rate for the year of the change in the 

fund.  

 

  (3) òGuarantee duratio nó means: 

 

   (i)  for life insurance, the maximum number of years the life 

insurance can remain in force on a basis guaranteed in the policy or under options to 

convert to plans of life insurance with premium rates, nonforfeiture values, or both, 

tha t are guaranteed in the original policy; and  

 

   (ii)  for an annuity or for a guaranteed interest contract:  

 

    1. if the annuity or the guaranteed interest contract 

has a cash settlement option, the number of years for which the contract guarantees 

inter est rates in excess of the calendar year statutory valuation interest rate for life 

insurance policies with guarantee duration in excess of 20 years; and  

 

    2. if the annuity or the guaranteed interest contract 

does not have a cash settlement option, the  number of years from the date of issue or 

date of purchase to the date annuity benefits are scheduled to commence.  

 

  (4) òIssue year basisó means a valuation basis under which the 

interest rate used to determine the minimum valuation standard  for the entire 

duration of the annuity or of the guaranteed interest contract is the calendar year 

statutory valuation interest rate for the year of issue or year of purchase of the 

annuity or guaranteed interest contract.  

 

 (b) This section applies to:  

 

  (1) all life insurance policies issued on or after the operative date of 

§ 16ð309 of this article;  

 

  (2) all individual annuity contracts and pure endowment contracts 

issued on or after January 1, 1983;  
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  (3) all annuities and pure endowment s purchased on or after 

January 1, 1983, under group annuity contracts or pure endowment contracts; and  

 

  (4) the net increase, on or after January 1, 1983, in amounts held 

under guaranteed interest contracts.  

 

 (c) Instead of the interest rates specified  in §§ 5ð304 and 5ð305 of this 

subtitle, the interest rates used to determine the minimum standard for the valuation 

of a policy, contract, annuity, or pure endowment, or net increase described in 

subsection (b) of this section shall be: 

 

  (1) for a life insurance policy or an individual annuity contract or 

pure endowment contract, the calendar year statutory valuation interest rate as 

determined under this section for the calendar year in which the policy or contract 

was issued; 

 

  (2) for an annuity or pure endowment purchased under a group 

annuity contract or pure endowment contract, the calendar year statutory valuation 

interest rate as determined under this section for the calendar year in which the 

annuity or pure endowment was p urchased; or  

 

  (3) for a net increase in an amount held under a guaranteed interest 

contract, the calendar year statutory valuation interest rate as determined under this 

section for the calendar year in which the net increase occurred.  

 

 (d) (1) For purp oses of the formulas under paragraph (2) of this 

subsection: 

 

   (i)  òIó is the calendar year statutory valuation interest rate;  

 

   (ii)  òR1ó is the lesser of R and .09;  

 

   (iii)  òR2ó is the greater of R and .09;  

 

   (iv)  òRó is the reference interest rate determined under 

subsection (f) of this section; and  

 

   (v) òWó is the weighting factor determined under subsection 

(e) of this section.  

 

  (2) (i)  Except as provided in paragraph (3) of this subsection, the 

calendar year statutory valuation interest rates shall be determined as provided in 

this paragraph, rounding the results to the nearest 1/4 percent.  
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   (ii)  The calendar year statutory valuation interest rate for life 

insurance is:  

 

 I = . 03 + W(R1 ð .03) + W/2(R2 ð .09). 

 

   (iii)  The calendar year statutory valuation interest rate for a 

single premium immediate annuity or for an annuity benefit involving a life 

contingency arising from another annuity or guaranteed interest co ntract that has a 

cash settlement option is:  

 

 I = .03 + W(R ð .03). 

 

   (iv)  Except as provided in subparagraph (iii) of this paragraph, 

for an annuity or guaranteed interest contract that has a cash settlement option and 

is valued on an issue year basis: 

 

    1. the formula for life insurance under subparagraph 

(ii) of this paragraph applies if the annuity or guaranteed interest contract has a 

guarantee duration greater than 10 years; and  

 

    2. the formula for single premium annuities under 

subpar agraph (iii) of this paragraph applies if the annuity or guaranteed interest 

contract has a guarantee duration of 10 years or less.  

 

   (v) The formula for single premium annuities under 

subparagraph (iii) of this paragraph applies to any other annuity or guaranteed 

interest contract that does not have a cash settlement option.  

 

   (vi)  The formula for single premium annuities under 

subparagraph (iii) of this paragraph applies to any other annuity or guaranteed 

interest contract that has a cash settlement o ption and is valued on a change in fund 

basis. 

 

  (3) (i)  If the calendar year statutory valuation interest rate for a 

life insurance policy issued in any calendar year determined without reference to this 

paragraph differs from the corresponding actual ra te for a similar policy issued in the 

immediately preceding calendar year by less than 0.5 %, the calendar year statutory 

valuation interest rate for that life insurance policy shall equal the corresponding 

actual rate for the immediately preceding c alendar year.  

 

   (ii)  For purposes of this paragraph, the calendar year statutory 

valuation interest rate for a life insurance policy issued in a calendar year shall be:  
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    1. determined for 1980 using the reference interest 

rate determined for 1979; an d 

 

    2. determined for each calendar year since 1980 

regardless of when § 16ð309 of this article became operative.  

 

 (e) (1) (i)  In this subsection the following words have the meanings 

indicated.  

 

   (ii)  òPlan Type Aó means a plan type under which:  

 

    1. at any time the policyholder may withdraw funds 

only:  

 

    A. with an adjustment to reflect changes in interest 

rates or asset values since receipt of the funds by the insurer;  

 

    B. without the adjustment required by item A o f this 

item but in installments over 5 years or more; or  

 

    C. as an immediate life annuity; or  

 

    2. no withdrawal is allowed at any time.  

 

   (iii)  òPlan Type Bó means a plan type under which:  

 

    1. before the expiration of the interest  rate guarantee:  

 

    A. the policyholder may withdraw funds only with an 

adjustment to reflect changes in interest rates or asset values since receipt of the 

funds by the insurer;  

 

    B. the policyholder may withdraw funds without the 

adjustment required  by item A of this item but in installments over 5 years or more; 

or 

 

    C. no withdrawal of funds is allowed; and  

 

    2. at the end of the interest rate guarantee, the 

policyholder may withdraw funds without the adjustment required by item 1A of this 

subparagraph in a single sum or installments over less than 5 years.  
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   (iv)  òPlan Type Có means a plan type under which a 

policyholder may withdraw funds before the expiration of the interest rate guarantee 

in a single sum or in installments ov er less than 5 years:  

 

    1. without adjustment to reflect changes in interest 

rates or asset values since receipt of the funds by the insurer; or  

 

    2. subject only to a fixed surrender charge stipulated 

in the contract as a percentage of the fund.  

 

  (2) For the purposes of this subsection, an insurer:  

 

   (i)  may elect to value annuities or guaranteed interest 

contracts that have cash settlement options on an issue year basis or a change in fund 

basis; and 

 

   (ii)  shall value annuities or guaranteed interest contracts that 

do not have cash settlement options on an issue year basis.  

 

  (3) The weighting factor in the formulas under subsection (d) of this 

section shall be determined as provided in this subsection.  

 

  (4) The weighting factor for life in surance is determined based on the 

guarantee duration of the life insurance as follows:  

 

Guarantee Duration  Weighting  

(Years)  Factor  

10 or less  .50  

More than 10, but not more than 20  .45  

More than 20  .35 

 

  (5) The weighting factor for a sing le premium immediate annuity or 

for an annuity benefit involving a life contingency arising from another annuity or 

guaranteed interest contract that has a cash settlement option is .80.  

 

  (6) Except as provided in paragraphs (5) and (8) of this subsectio n, 

the weighting factor for an annuity or guaranteed interest contract valued on an issue 

year basis is determined based on the guarantee duration of the annuity or contract 

as follows:  

 

Guarantee  Weighting Factor  

Duration  For Plan Type  

(Years)  A B C 

5 or less:  .80 .60 .50 
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More than 5, but not more than 10:  .75 .60 .50  

More than 10, but not more than 20:  .65 .50 .45 

More than 20:  .45 .35 .35 

 

  (7) Except as provided in paragraphs (5) and (8) of this subsection, 

the weighting factor for an a nnuity or guaranteed interest contract valued on a 

change in fund basis is the weighting factor as determined under paragraph (6) of 

this subsection, increased by:  

 

   (i)  for Plan Type A, .15;  

 

   (ii)  for Plan Type B, .25; and  

 

   (iii)  for Plan Type C, .05. 

 

  (8) The weighting factor as determined under paragraph (6) or (7) of 

this subsection shall be increased by .05 for:  

 

   (i)  an annuity or guaranteed interest contract that is valued 

on an issue year basis, has a cash settlement option, and does not  guarantee interest 

rates on amounts received more than 12 months after issue or purchase; or  

 

   (ii)  an annuity or guaranteed interest contract that is valued 

on a change in fund basis and does not guarantee interest rates on amounts received 

more than 1 2 months beyond the valuation date.  

 

 (f) (1) (i)  In this subsection the following words have the meanings 

indicated.  

 

   (ii)  òMoodyõs corporate bond yield average ó means Moodyõs 

corporate bond yield average ð monthly average  corporates, as published by Moody õs 

Investors Service, Inc.  

 

   (iii)  ò12ðmonth Moodyõs corporate bond yield average ó means 

the average of Moodyõs corporate bond yield average over the 12 ðmonth period that 

ends: 

 

    1. for life insurance, on June 30 of the calendar year 

immediately preceding the year of issue;  

 

    2. for an annuity or guaranteed interest contract other 

than one described in item 3 of this subparagraph, on June 30 of the calendar year of 

issue or purchase; and  
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    3. for an annuity or guaranteed interest contract that 

has a cash settlement option, is valued on a change in fund basis, is not a single 

premium immediate annuity, and is not an annuity benefit involving a life 

contingency arising from another annuity or guaranteed interest contract that has a 

cash settlement option, on June 30 of the calendar year of the change in the fund.  

 

   (iv)  ò36ðmonth Moodyõs corporate bond yield average ó means 

the average of Moodyõs corporate bond yield average over the 36 ðmonth period that 

ends: 

 

    1. for life insurance, on June 30 of the calendar year 

immediately preceding the year of issue; and  

 

    2. for an annuity or a guaranteed interest contract, on 

June 30 of the ca lendar year of issue or purchase.  

 

  (2) The reference interest rate in the formulas under subsection (d) 

of this section shall be determined as provided in this subsection.  

 

  (3) For life insurance, the reference interest rate is the lesser of:  

 

   (i)  the 36ðmonth Moodyõs corporate bond yield average; or  

 

   (ii)  the 12ðmonth Moodyõs corporate bond yield average.  

 

  (4) For a single premium immediate annuity or for an annuity benefit 

involving a life contingency arising from anoth er annuity or guaranteed interest 

contract that has a cash settlement option, the reference interest rate is the 12 ð

month Moodyõs corporate bond yield average.  

 

  (5) Except as provided in paragraph (4) of this subsection, for an 

annuity or gua ranteed interest contract that has a cash settlement option, is valued 

on an issue year basis, and has a guarantee duration greater than 10 years, the 

reference interest rate is the lesser of:  

 

   (i)  the 36ðmonth Moodyõs corporate bond yield a verage; or 

 

   (ii)  the 12ðmonth Moodyõs corporate bond yield average.  

 

  (6) Except as provided in paragraph (4) of this subsection, the 

reference interest rate is the 12 ðmonth Moodyõs corporate bond yield average for any 

other ann uity or guaranteed interest contract that:  
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   (i)  has a cash settlement option, is valued on an issue year 

basis, and has a guarantee duration of 10 years or less;  

 

   (ii)  does not have a cash settlement option; or  

 

   (iii)  has a cash settlement option and is valued on a change in 

fund basis.  

 

  (7) If Moodyõs corporate bond yield average is no longer published by 

Moodyõs Investors Service, Inc. or if NAIC determines that Moody õs corporate bond 

yield average is no longer appropriate to determine the reference interest rate, the 

Commissioner shall approve by regulation an alternative method adopted by NAIC 

to determine the reference interest rate.  

 

§5ð307. 

 

 (a) (1) In this subsection, òguaranteed benefits ó means fu ture 

guaranteed life insurance and endowment benefits.  

 

  (2) Except as otherwise provided in paragraph (4) of this subsection 

and in §§ 5ð308 and 5ð311 of this subtitle, for the life insurance and endowment 

benefits of a policy that provides for a uniform amount of insurance and requires the 

payment of uniform premiums, the reserve according to the Commissioners reserve 

valuation method shall be the amount, if any, that the present value, at the date of 

valuation, of the guaranteed be nefits under the policy exceeds the present value, at 

the date of valuation, of any future modified net premiums for the policy, as 

determined under paragraph (3) of this subsection.  

 

  (3) (i)  For purposes of this subsection, the modified net premiums 

for  a policy equal a uniform percentage of the respective contract premiums for the 

guaranteed benefits under the policy calculated so that the present value, at the date 

of issue of the policy, of the sum of all the modified net premiums equals the sum of:  

 

    1. the present value, at the date of issue, of the 

guaranteed benefits under the policy; and  

 

    2. the amount by which the net level annual premium 

determined under subparagraph (ii) of this paragraph exceeds a net 1 ðyear term 

premium for the g uaranteed benefits provided for in the first policy year.  

 

   (ii)  1. Except as provided in subsubparagraph 2 of this 

subparagraph, the net level annual premium to be used in the calculation in this 

paragraph equals a fraction:  
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    A. the numerator of whi ch is the present value, at the 

date of issue, of the guaranteed benefits provided for after the first policy year; and  

 

    B. the denominator of which is the present value, at the 

date of issue, of an annuity of one per year payable on the first and each  subsequent 

anniversary of the policy on which a premium falls due.  

 

    2. The net level annual premium determined under 

this subparagraph may not exceed the net level annual premium on the 19 ðyear 

premium whole life plan for insurance of the same a mount at an age 1 year higher 

than the age at issue of the policy for which the reserve is calculated under this 

subsection. 

 

  (4) (i)  1. In this paragraph the following words have the 

meanings indicated.  

 

    2. òAssumed ending dateó means th e first policy 

anniversary of a policy on which the sum of any endowment benefit under the policy 

and any cash surrender value available on that policy anniversary is greater than the 

excess first year premium.  

 

    3. òExcess first year premium ó means the amount by 

which the contract premium in the first policy year of a policy exceeds the premium 

in the second policy year.  

 

   (ii)  This paragraph applies to a life insurance policy issued on 

or after January 1, 1986:  

 

    1. for which the contr act premium in the first policy 

year exceeds the premium in the second year;  

 

    2. that does not provide a comparable additional 

benefit in the first year for the excess first year premium; and  

 

    3. that provides an endowment benefit or a cash 

surrend er value or a combination in an amount greater than the excess first year 

premium.  

 

   (iii)  For a policy described in subparagraph (ii) of this 

paragraph, except as provided in § 5ð311 of this subtitle, the reserve according to the 

Commissioner s reserve valuation method as of any policy anniversary on or before 

the assumed ending date of the policy shall be the greater of:  
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    1. the reserve calculated under paragraph (2) of this 

subsection; or  

 

    2. the reserve calculated under paragraph (2)  of this 

subsection modified as follows:  

 

    A. the net level annual premium determined under 

paragraph (3)(ii) of this subsection shall be reduced by 15 % of the excess first year 

premium;  

 

    B. all present values of benefits and premiums shall b e 

determined without reference to premiums or benefits provided under the policy after 

the assumed ending date;  

 

    C. the policy shall be assumed to mature on the 

assumed ending date as an endowment; and  

 

    D. the cash surrender value provided on the a ssumed 

ending date shall be considered as an endowment benefit.  

 

   (iv)  In making the calculation under subparagraph (iii) of this 

paragraph, the mortality and interest bases stated in §§ 5ð304 and 5ð306 of this 

subtitle shall be use d. 

 

 (b) (1) This subsection applies to:  

 

   (i)  life insurance policies that provide for a varying amount of 

insurance or require the payment of varying premiums;  

 

   (ii)  group annuity contracts and pure endowment contracts 

purchased under a retirement p lan or plan of deferred compensation, established or 

maintained by an employer, an employee organization, or both, unless the plan 

provides individual retirement accounts or individual retirement annuities under § 

408 of the Internal Revenue Code;  

 

   (iii)  disability and accidental death benefits and benefits for 

longðterm home health care and long ðterm care in a nursing home or other related 

institution in all policies and contracts; and  

 

   (iv)  all other benefits, except:  

 

    1. life i nsurance and endowment benefits in life 

insurance policies; and  
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    2. benefits provided by annuity contracts or pure 

endowment contracts not described in item (ii) of this paragraph.  

 

  (2) For a policy, contract, or benefit to which this subsection appl ies, 

the reserve according to the Commissioners reserve valuation method shall be 

calculated by a method consistent with the principles of subsection (a) of this section, 

disregarding in the determination of modified net premiums any extra premiums 

charged because of impairments or special hazards.  

 

§5ð308. 

 

 (a) (1) Except as provided in paragraph (2) of this subsection, this 

section applies to all annuity contracts and pure endowment contracts.  

 

  (2) This section does not apply to:  

 

   (i)  group annuity contracts or pure endowment contracts 

purchased under a retirement plan or plan of deferred compensation, established or 

maintained by an employer, an employee organization, or both, unless the plan 

provides individual retirement accounts or ind ividual retirement annuities under § 

408 of the Internal Revenue Code; or  

 

   (ii)  any disability and accidental death benefits and benefits 

for long -term home health care and long -term care in a nursing home or other related 

institution included in a n annuity contract or pure endowment contract.  

 

 (b) (1) (i)  For benefits under an annuity contract or pure endowment 

contract to which this section applies, the reserve according to the Commissioners 

annuity reserve method shall be the greatest of the amo unts determined for each 

respective contract year under subparagraph (ii) of this paragraph.  

 

   (ii)  For each contract year, there shall be determined the 

amount by which the present value, at the date of valuation, of the future guaranteed 

benefits, incl uding guaranteed nonforfeiture benefits, under the contract at the end 

of the contract year exceeds the present value, at the date of valuation, of any future 

valuation considerations derived from future gross considerations that are required 

by the terms of the contract and become payable prior to the end of the contract year.  

 

  (2) For purposes of this subsection:  

 

   (i)  the future guaranteed benefits shall be determined by 

using the mortality table, if any, and interest rate specified in the contract f or 

determining guaranteed benefits; and  
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   (ii)  the valuation considerations are the portions of the 

respective gross considerations applied under the terms of the contract to determine 

nonforfeiture values.  

 

§5ð309. 

 

 (a) This section does not  apply to reserves for disability and accidental 

death benefits and benefits for long -term home health care and long -term care in a 

nursing home or other related institution included in a life insurance policy.  

 

 (b) An insurer õs aggregate reserves for all life insurance policies may not be 

less than the aggregate reserves calculated in accordance with:  

 

  (1) the methods set forth in §§ 5-307, 5-308, 5-311, and 5-312 of this 

subtitle; and  

 

  (2) the mortality tables and rates of interest us ed in calculating 

nonforfeiture benefits for those policies.  

 

§5ð310. 

 

 (a) Subject to subsection (b) of this section, the Commissioner may establish 

any category of policies, contracts, or benefits for which reserves may be calculated, 

at the o ption of the insurer, under a standard that produces greater aggregate 

reserves for the category than the aggregate reserves calculated using the minimum 

standard provided in this subtitle.  

 

 (b) (1) This subsection does not apply to annuity contracts or p ure 

endowment contracts.  

 

  (2) The interest rate used to calculate the reserve for a policy or 

contract under a standard other than the minimum standard in this subtitle may not 

be higher than the corresponding interest rate used to calculate any nonforfe iture 

benefits provided by the policy or contract.  

 

§5ð311. 

 

 (a) (1) Except as provided in subsection (b) of this section, if in any 

contract year the gross premium charged by an insurer on a policy or contract is less 

than the valuation net pr emium for the policy or contract, the minimum reserve 

required for the policy or contract is the greater of:  

 

   (i)  the reserve calculated according to the mortality table, 

interest rate, and method actually used for the policy or contract; or  
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   (ii)  th e reserve calculated by using the method actually used 

for the policy or contract, but:  

 

    1. using the minimum valuation standards of mortality 

and of interest in §§ 5-304 and 5-306 of this subtitle; and  

 

    2. in each contract year for which  the valuation net 

premium exceeds the actual gross premium, using the actual gross premium instead 

of the valuation net premium.  

 

  (2) (i)  Except as provided in subparagraph (ii) of this paragraph, 

for purposes of paragraph (1) of this subsection, the va luation net premium for a 

policy or contract shall be calculated by the method used in calculating the reserve 

on the policy or contract using the minimum valuation standards of mortality and 

interest rate under §§ 5-304 and 5-306 of this subtitl e. 

 

   (ii)  For future renewals under a renewable term insurance 

policy, the modern CSO mortality table published in The Transactions of The Society 

of Actuaries, Vol. XXVII (1975), shall be used instead of the minimum valuation 

standard of mortality under  § 5-304 of this subtitle.  

 

  (3) If the gross premium rates for a policy or contract are not based 

consistently on a suitable accepted or credible mortality basis or table, the 

Commissioner may require additional reserves in accordance with § 5-103(3) of this 

title.  

 

 (b) For a life insurance policy described in § 5-307(a)(3)(ii) of this subtitle:  

 

  (1) subsection (a) of this section shall be applied substituting the 

method described in § 5-307 of this subtitle, without regard to § 5-307(a)(4)(iii), for 

the method actually used in calculating the reserve for the policy; and  

 

  (2) the minimum reserve at each policy anniversary of the policy 

shall be the greater of:  

 

   (i)  the minimum reserve calculated under § 5-307 of this 

subtitle, including § 5-307(a)(4)(iii); or  

 

   (ii)  the minimum reserve calculated under this section.  

 

§5ð312. 

 

 (a) This section applies to:  
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  (1) a plan of life insurance that provides for future premiums to be 

determined by the insurer based on estimates of future experience; and  

 

  (2) a plan of life insurance or annuity that is of a nature that 

precludes determining the minimum reserves by the methods described in §§ 5-307, 

5-308, and 5-311 of this subtitle.  

 

 (b) In accordan ce with regulations adopted by the Commissioner, the 

reserves that are held under a plan described in subsection (a) of this section shall:  

 

  (1) be appropriate in relation to the benefits and pattern of premiums 

for that plan; and  

 

  (2) be computed by a method that is consistent with the principles of 

this subtitle.  

 

§5ð313. 

 

 (a) Except as provided in subsection (e) or (g) of this section, for life 

insurance policies, accident and health insurance contracts, and deposit ðtype 

contracts i ssued on or after the operative date of the valuation manual, the standard 

prescribed in the valuation manual is the minimum standard of valuation.  

 

 (b) The operative date of the valuation manual is January 1 of the first 

calendar year following the first  July 1 as of which all of the following have occurred:  

 

  (1) the valuation manual has been adopted by NAIC by an 

affirmative vote of at least 42 members or 75 % of the members voting, whichever is 

greater;  

 

  (2) the Standard Valuation Law, as amen ded by NAIC in 2009, or 

legislation including substantially similar terms and provisions, has been enacted by 

states representing greater than 75 % of the direct premiums written, as reported in 

the following annual statements submitted for 2008:  

 

   (i)  life, accident, and health annual statements;  

 

   (ii)  health annual statements; or  

 

   (iii)  fraternal annual statements; and  
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  (3) the Standard Valuation Law, as amended by NAIC in 2009, or 

legislation including substantially similar terms and prov isions, has been enacted by 

at least 42 of the following 55 jurisdictions:  

 

   (i)  the 50 states of the United States;  

 

   (ii)  American Samoa;  

 

   (iii)  the U.S. Virgin Islands;  

 

   (iv)  the District of Columbia;  

 

   (v) Guam; and  

 

   (vi)  Puerto Rico.  

 

 (c) Unless a change in the valuation manual specifies a later effective date, 

changes to the valuation manual shall be effective on January 1 following the date 

when the change to the valuation manual has been adopted by NAIC by an 

affirmative vote represe nting:  

 

  (1) at least 75 % of the members of NAIC voting, but not less than a 

majority of the total membership; and  

 

  (2) members of NAIC representing jurisdictions totaling greater than 

75% of the direct premiums written, as reported in the  following annual statements 

most recently available before the vote under item (1) of this subsection:  

 

   (i)  life, accident, and health annual statements;  

 

   (ii)  health annual statements; or  

 

   (iii)  fraternal annual statements.  

 

 (d) (1) The valuati on manual shall specify the following:  

 

   (i)  the minimum valuation standards for each type of life 

insurance policy, accident and health insurance contract, and deposit ðtype contract 

issued by a company on or after the operative date of the valuati on manual;  

 

   (ii)  the policies and contracts or types of policies and contracts 

that are subject to the requirements of a principle ðbased valuation under § 5ð314 of 

this subtitle and the minimum valuation standards consistent with those 

requirements;  
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   (iii)  for policies and contracts subject to a principle ðbased 

valuation under § 5ð314 of this subtitle:  

 

    1. requirements for the format of reports to the 

Commissioner required under § 5ð314(b)(1)(iii) of th is subtitle, including the 

information necessary to determine if the principle ðbased valuation is appropriate 

and in compliance with this subtitle;  

 

    2. required assumptions for risks over which a 

company does not have significant control or influ ence; and 

 

    3. procedures for corporate governance and oversight 

of the actuarial function and a process for appropriate waiver or modification of those 

procedures; 

 

   (iv)  any other requirements, including requirements relating 

to reserve methods, mod els for measuring risk, generation of economic scenarios, 

assumptions, margins, use of company experience, risk measurement, disclosure, 

certifications, reports, actuarial opinions and memoranda, transition rules, and 

internal controls; and  

 

   (v) the dat a and the form of the data required under § 5ð315 

of this subtitle, the person to whom the data must be submitted, and any other 

requirements considered necessary, including requirements relating to data analysis 

and reporting of analyses.  

 

  (2) The minimum valuation standards required under paragraph 

(1)(i) of this subsection shall be known as:  

 

   (i)  the Commissioners reserve valuation method for life 

insurance policies, other than annuity contracts;  

 

   (ii)  the Commissioners annuity reserve  valuation method for 

annuity contracts; and  

 

   (iii)  minimum reserves for all other policies or contracts.  

 

  (3) For policies and contracts not subject to a principle ðbased 

valuation under § 5ð314 of this subtitle, the minimum valuation  standard shall:  

 

   (i)  be consistent with the minimum standard of valuation 

before the operative date of the valuation manual; or  
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   (ii)  develop reserves that quantify the benefits and 

guarantees, and the funding, associated with the policies and contr acts and their 

risks at a level of conservatism that reflects conditions that include unfavorable 

events that have a reasonable probability of occurring.  

 

 (e) In the absence of a specific valuation requirement, or if a specific 

valuation requirement in th e valuation manual is not, in the opinion of the 

Commissioner, in compliance with this subtitle, a company, with respect to the 

requirement, shall comply with the minimum valuation standard prescribed by the 

Commissioner by regulation.  

 

 (f) (1) The Commis sioner may engage a qualified actuary at the expense 

of the company to:  

 

   (i)  perform an actuarial examination of a company and opine 

on the appropriateness of any reserve assumption or method used by the company; 

or 

 

   (ii)  review and opine on a compan yõs compliance with any 

requirement under this subtitle.  

 

  (2) The Commissioner may rely on the opinion of a qualified actuary 

issued while the qualified actuary was employed by or under contract with the 

insurance supervisory official of another st ate. 

 

 (g) (1) The Commissioner may require a company to change any 

assumption or method used by the company if, in the opinion of the Commissioner, 

the change is necessary to comply with the requirements of the valuation manual or 

this subtitle.  

 

  (2) The company shall adjust the company õs reserves as required by 

the Commissioner.  

 

§5ð314. 

 

 (a) For policies and contracts specified in the valuation manual, a company 

shall establish reserves using a principle ðbased valuation that:  

 

  (1) quantifies the benefits and guarantees, and the funding, 

associated with the policies or contracts and their risks at a level of conservatism that 

reflects conditions that include unfavorable events that have a reasonable probability 

of occurring duri ng the lifetime of the policies or contracts;  
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  (2) for policies or contracts with significant tail risk, reflects 

conditions appropriately adverse to quantify the tail risk;  

 

  (3) incorporates assumptions, risk analysis methods and financial 

models, and management techniques that are consistent with, but not necessarily 

identical to, those used within the company õs overall risk assessment process, while 

recognizing potential differences in financial reporting structures and any prescribed 

assumptio ns or methods;  

 

  (4) incorporates assumptions that:  

 

   (i)  are prescribed in the valuation manual; or  

 

   (ii)  if not prescribed in the valuation manual:  

 

    1. are established using the company õs available 

experience, to the extent it is relevant  and statistically credible; or  

 

    2. to the extent that company data is not available, 

relevant, or statistically credible, are established using other relevant, statistically 

credible experience; and  

 

  (5) provides margins for uncertainty, including a dverse deviation 

and estimation error, such that the greater the uncertainty the larger the margin and 

resulting reserve.  

 

 (b) (1) A company that uses a principle ðbased valuation for one or more 

policies or contracts subject to this section shall:  

 

   (i)  establish procedures for corporate governance and 

oversight of the actuarial valuation function consistent with those described in the 

valuation manual;  

 

   (ii)  provide to the Commissioner and the board of directors of 

the company an annual certifi cation of the effectiveness of the company õs internal 

controls with respect to the principle ðbased valuation; and  

 

   (iii)  develop, and file with the Commissioner on request, a 

principle ðbased valuation report that complies with standard s prescribed in the 

valuation manual.  

 

  (2) The internal controls under paragraph (1)(ii) of this subsection 

shall be designed to ensure that:  
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   (i)  all material risks inherent in the liabilities and associated 

assets subject to the principle ðbased valuation are included in the principle ðbased 

valuation; and  

 

   (ii)  principle ðbased valuations are made in accordance with 

the valuation manual.  

 

  (3) The annual certification required under paragraph (1)(ii) of this 

subsection shall be ba sed on the internal controls in place as of the end of the 

preceding calendar year.  

 

 (c) A principle ðbased valuation may include a prescribed formulaic reserve 

component. 

 

§5ð315. 

 

 A company shall submit the mortality data, morbidity dat a, policyholder 

behavior, expense experience, and other data as prescribed in the valuation manual.  

 

§5ð316. 

 

 (a) In this section, òconfidential information ó means: 

 

  (1) a memorandum in support of an opinion submitted under § 5ð

201.1 of this title and any documents, materials, and other information, including all 

working papers and copies of all working papers, created, produced, or obtained by or 

disclosed to the Commissioner or any other person in connection with the 

memorandum;  

 

  (2) any documents, materials, and other information, including all 

working papers and copies of all working papers, created, produced, or obtained by or 

disclosed to the Commissioner or any other person in the course of an examination 

made under § 5ð313(f) of this subtitle;  

 

  (3) (i)  any reports, documents, materials, and other information 

developed by a company in support of, or in connection with, an annual certification 

by the company under § 5ð314(b)(1)(ii) of this s ubtitle evaluating the effectiveness of 

the companyõs internal controls with respect to a principle ðbased valuation; and  

 

   (ii)  any documents, materials, and other information, 

including all working papers and copies of all working papers, cr eated, produced, or 

obtained by or disclosed to the Commissioner or any other person in connection with 

the reports, documents, materials, and information specified in item (i) of this item;  
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  (4) a principle ðbased valuation report developed under § 5ð

314(b)(1)(iii) of this subtitle and any documents, materials, and other information, 

including all working papers and copies of all working papers, created, produced, or 

obtained by or disclosed to the Commissioner or any other person in conn ection with 

the principle ðbased valuation report; and  

 

  (5) (i)  any documents, materials, data, and other information 

submitted to the Commissioner or any other person by a company under § 5ð315 of 

this subtitle;  

 

   (ii)  any documents, m aterials, data, and other information, 

including all working papers and copies of all working papers, created or produced in 

connection with the documents, materials, data, and information specified in item (i) 

of this item that include any potentially com panyðidentifying or personally 

identifiable information, that is provided to or obtained by the Commissioner or any 

other person; and  

 

   (iii)  any documents, materials, data, and other information, 

including all working papers and copies of all work ing papers, created, produced, or 

obtained by or disclosed to the Commissioner or any other person in connection with 

the documents, materials, data, and other information specified in items (i) and (ii) 

of this item.  

 

 (b) Except as otherwise provided in this section, a company õs confidential 

information:  

 

  (1) is confidential and privileged;  

 

  (2) is not subject to Title 4 of the General Provisions Article; and  

 

  (3) is not subject to subpoena or discovery or admissible in evidence 

in any private  civil action.  

 

 (c) (1) The Commissioner, and any person who receives confidential 

information while acting under the authority of the Commissioner, may not testify or 

be required to testify in any private civil action concerning any confidential 

informat ion. 

 

  (2) The Commissioner may use confidential information of a 

company in any regulatory or legal action brought against the company as a part of 

the Commissioner õs official duties.  

 

 (d) If an examination report or material prepared in connectio n with an 

examination made under Title 2, Subtitle 2 of this article is not private and 
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confidential information under Title 2, Subtitle 2 of this article, an examination 

report or other material prepared in connection with an examination made under § 

5ð313(f) of this subtitle is not òconfidential information ó to the same extent as if the 

examination report or other material had been prepared under Title 2, Subtitle 2 of 

this article.  

 

 (e) (1) Subject to paragraph (2) of this subsect ion, to assist in the 

performance of the Commissioner õs duties, the Commissioner may share confidential 

information specified in:  

 

   (i)  subsection (a)(1) through (5) of this section with:  

 

    1. any state, federal, or international regulatory 

agency and the employees, agents, consultants, and contractors of any state, federal, 

or international regulatory agency; and  

 

    2. NAIC and the employees, agents, consultants, 

contractors, affiliates, and subsidiaries of NAIC; and  

 

   (ii)  subsection (a)(1) and (4) of this section with:  

 

    1. the Actuarial Board for Counseling and Discipline 

on a request from the Actuarial Board stating that the confidential information is 

required for the purpose of professional disciplinary proceedings; and  

 

    2. any state, federal, or international law enforcement 

official and the employees, agents, consultants, and contractors of any state, federal, 

or international law enforcement official.  

 

  (2) Confidential information may be shared by the Commissioner 

under parag raph (1) of this subsection only if the recipient of the confidential 

information agrees, and has the legal authority to agree, to maintain the 

confidentiality and privileged status of any confidential information received in the 

same manner and to the sam e extent as required for the Commissioner.  

 

 (f) (1) The Commissioner may receive documents, materials, data, and 

other information, including otherwise confidential or privileged documents, 

materials, data, and information, from:  

 

   (i)  NAIC and the empl oyees, agents, consultants, contractors, 

affiliates, and subsidiaries of NAIC;  

 



 

 - 247 - 

   (ii)  any state, federal, or international regulatory agency or 

law enforcement official and the employees, agents, consultants, and contractors of 

the regulatory agency or l aw enforcement official; and  

 

   (iii)  the Actuarial Board for Counseling and Discipline.  

 

  (2) The Commissioner shall maintain as confidential and privileged 

any document, material, data, or other information received with notice or the 

understanding tha t it is confidential or privileged under the laws of the jurisdiction 

that is the source of the document, material, data, or other information.  

 

 (g) The Commissioner may enter into agreements governing the sharing 

and use of confidential information consi stent with this section.  

 

 (h) (1) Any applicable privilege or claim of confidentiality in confidential 

information is not waived as a result of:  

 

   (i)  the disclosure of the confidential information to the 

Commissioner under this section; or  

 

   (ii)  the sharing of the confidential information as authorized 

under subsection (e) of this section.  

 

  (2) A privilege established under the law of another state that is 

substantially similar to the privilege established under this section shall be available 

and enforced in any proceeding in, and in any court of, the State.  

 

 (i)  Any confidential information specified in subsection (a)(1) and (4) of this 

section: 

 

  (1) is subject to subpoena for defending in an action that:  

 

   (i)  seeks damages from the appointe d actuary submitting the 

related memorandum in support of an opinion submitted under § 5ð201.1 of this title 

or a principle ðbased valuation report developed under § 5ð314(b)(1)(iii) of this 

subtitle; and  

 

   (ii)  is based on an action required by this subtitle or 

regulations adopted under this subtitle; and  

 

  (2) may be released by the Commissioner with the written consent of 

the company.  

 



 

 - 248 - 

 (j) All parts of a memorandum in support of an opinion submitted under § 

5ð201.1 of this title or a principle ðbased valuation report developed under § 5ð

314(b)(1)(iii) of this subtitle are no longer confidential information if any part of the 

memorandum or report is:  

 

  (1) cited by the company in its marketing;  

 

  (2) publicly volunteered to or before a governmental unit other than 

a state insurance department; or  

 

  (3) released by the company to the news media.  

 

§5ð317. 

 

 (a) The Commissioner may exempt a specific product form or product line 

of a domestic company that holds a certificate of authority issued by the 

Commissioner and is doing business only in the State from the requirements of § 5ð

313 of this subtitle if:  

 

  (1) the Commissioner has issued an exemption in writing to the 

company; 

 

  (2) the exemption has not been revoked in writing by the 

Commissioner; and  

 

  (3) the company computes reserves:  

 

   (i)  using assumptions and methods used before the operative 

date of the valuation manual; and  

 

   (ii)  in accordance with any requireme nts established by the 

Commissioner by regulation.  

 

 (b) (1) A company that is granted an exemption under subsection (a) of 

this section is subject to § 5ð201 of this title and §§ 5ð302 through 5 ð312 of this 

subtitle.  

 

  (2) With respect to a company that is granted an exemption under 

subsection (a) of this section, any reference to § 5ð313 of this subtitle found in § 5ð

201.1 of this title and §§ 5ð302 through 5 ð312 of this subtitl e is not applicable.  

 

 (c) The Commissioner may exempt a domestic company that holds a 

certificate of authority issued by the Commissioner and is doing business in the State 

from the requirements of §§ 5ð314 and 5ð315 of this subtitle  if:  
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  (1) the domestic company has less than $500,000,000 of ordinary life 

premiums and, if the domestic company is a member of a group of life insurers, the 

group has combined ordinary life premiums of less than $1,000,000,000;  

 

  (2) (i)  the domestic company reported total adjusted capital of at 

least 450% of the authorized control level risk ðbased capital in the most recent risk ð

based capital report; and  

 

   (ii)  the appointed actuary has provided an unqualified opinion 

on the reserv es for the prior calendar year; and  

 

  (3) any universal life insurance policies with secondary guarantees 

issued or assumed by the domestic company with an issue date on or after the 

operative date of the valuation manual do not exceed 5 % of the to tal in ðforce reserves 

for the domestic company.  

 

 (d) For purposes of subsection (c) of this section, ordinary life premiums are 

measured as direct premium plus reinsurance assumed from an unaffiliated 

company, as reported in the annual statement for  the prior calendar year.  

 

 (e) (1) A domestic company that meets the requirements of subsection 

(c) of this section shall:  

 

   (i)  compute reserves: 

 

    1. using assumptions and methods used before the 

operative date of the valuation manual; and  

 

    2. in accordance with any requirements established by 

the Commissioner in regulation; and  

 

   (ii)  file, before July 1 of each year, a statement with the 

Commissioner certifying that the domestic company meets the requirements of 

subsection (c) of this sectio n for the current calendar year based on premiums and 

other values from the financial statements for the prior calendar year.  

 

  (2) Before September 1 of each year, the Commissioner may reject a 

statement filed under paragraph (1)(ii) of this subsection a nd require a domestic 

company to comply with the valuation manual requirements for life insurance 

reserves. 

 

§5ð401. 
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 (a) (1) Except for securities subject to amortization and except as 

otherwise provided in this title, an insurer õs investments shall be valued, at the 

discretion of the Commissioner, at:  

 

   (i)  their appraised value;  

 

   (ii)  their fair market value; or  

 

   (iii)  prices that the Commissioner determines represent their 

fair market value.  

 

  (2) If the Commissioner finds tha t a special investment reserve 

would be prudent in view of the character of investments, the Commissioner may 

require the insurer to:  

 

   (i)  establish and maintain a special investment reserve of a 

reasonable amount for losses or fluctuations in value; an d 

 

   (ii)  submit a statement or report to the Commissioner on the 

financial condition of the reserve.  

 

  (3) In connection with an examination or required financial 

statement of an authorized insurer, the Commissioner may:  

 

   (i)  require the insurer to s ubmit a complete financial 

statement and audited report of the financial condition of a corporation in which the 

insurer owns securities; and  

 

   (ii)  order an examination to be made of a subsidiary or affiliate 

of the insurer.  

 

 (b) (1) An insurer that ow ns 10% or more of the stock of another insurer 

shall have its stock valued at book value as shown by the more recent of:  

 

   (i)  the last annual statement of the other insurer; or  

 

   (ii)  the last report on examination of the other insurer.  

 

  (2) Except as provided in paragraph (3) of this subsection, the book 

value of a share of common stock of an insurer shall be represented by a fraction:  

 

   (i)  the numerator of which is the amount of the insurer õs 

capital and surplus, less the value of a ny outstanding preferred stock; and  
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   (ii)  the denominator of which is the number of shares of the 

insurer õs common stock issued and outstanding.  

 

  (3) An insurer may value its holdings of stock in a subsidiary insurer 

in an amount that is not les s than the acquisition cost, if the acquisition cost is less 

than the value determined under paragraph (2) of this subsection.  

 

 (c) The stock of a subsidiary of an insurer shall be valued on the basis of 

only those assets that would be authorized investme nts for the insurer if the insurer 

acquired or held them directly.  

 

 (d) Real estate that is acquired by foreclosure or by deed in lieu of 

foreclosure may not be valued at an amount greater than the sum of:  

 

  (1) the unpaid principal of any defaulted loan  at the date of the 

foreclosure or deed; 

 

  (2) any taxes and expenses that the insurer pays or incurs to protect 

the investment or in connection with the acquisition, except for uncollected interest 

on any loan;  

 

  (3) the cost of a later addition or impr ovement by the insurer; and  

 

  (4) an amount that the insurer pays later on assessments levied for 

improvements in connection with the property.  

 

 (e) Purchase-money mortgages shall be valued in an amount not exceeding 

the lesser of:  

 

  (1) the acquisition  cost of the real property; or  

 

  (2) 90% of the value of the real property.  

 

§5ð402. 

 

 (a) This section applies to a bond or other evidence of indebtedness that:  

 

  (1) has a fixed term and rate of interest;  

 

  (2) is held by an insurer;  

 

  (3) is amply secured; and  

 

  (4) is not in default as to principal or interest.  
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 (b) (1) A bond or other evidence of indebtedness subject to this section 

may be valued:  

 

   (i)  if purchased at par, at the par value; or  

 

   (ii)  if purchased above or b elow par:  

 

    1. on the basis of the purchase price adjusted to bring 

the value to par at maturity and to yield in the meantime the effective rate of interest 

at which the purchase was made; or  

 

    2. according to another accepted method of valuation 

tha t the Commissioner approves.  

 

  (2) The purchase price may not be valued at a higher figure than the 

sum of: 

 

   (i)  the actual market value at the time of purchase; and  

 

   (ii)  the actual brokerage, transfer, postage, or express charges 

paid in the acqui sition of the bond or other evidence of indebtedness.  

 

  (3) Unless otherwise provided by a valuation that the Commissioner 

establishes or approves, a bond or other evidence of indebtedness may not be carried 

on its books at above the call price for the en tire issue during any period within which 

the security may be called.  

 

§5ð403. 

 

 Valuations under this subtitle may not be inconsistent with applicable 

valuations or methods formulated or approved by the National Association of 

Insurance Commiss ioners.  

 

§5ð501. 

 

 Except for § 5-502 of this subtitle, this subtitle applies only to domestic life 

insurers.  

 

§5ð502. 

 

 (a) For purposes of this section, the domicile in the United States of an alien 

insurer, other than an insur er formed under the laws of Canada, is deemed to be the 

state where the alien insurer maintains its largest deposit of trusteed assets.  
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 (b) The investment portfolio of a foreign life insurer or alien life insurer 

shall be:  

 

  (1) as allowed by the laws o f its domicile; and  

 

  (2) of a quality substantially as high as that required under this 

subtitle for similar funds of like domestic life insurers.  

 

 (c) The Commissioner may deny or refuse to renew a certificate of authority 

to a foreign life insurer or alien life insurer if:  

 

  (1) the foreign life insurer or alien life insurer has investments in one 

person in excess of the limit provided in § 5-507 of this subtitle; or  

 

  (2) the Commissioner finds that its investments do not comply in 

substance wi th the investment requirements and limitations of this subtitle for 

domestic life insurers transacting the same kind of insurance business.  

 

§5ð503. 

 

 (a) The eligibility of an investment shall be determined as of the date of the 

making or acqui sition of the investment.  

 

 (b) An investment limitation that is based on the amount of assets or 

particular funds of a life insurer shall relate to those assets or funds as shown by:  

 

  (1) the annual statement of the life insurer as of the December 31 

im mediately preceding the date of acquisition of the investment by the life insurer; 

or 

 

  (2) a current financial statement of the life insurer that reflects the 

result of merger or consolidation with another insurer, bulk reinsurance, or change 

in capitali zation.  

 

§5ð504. 

 

 (a) A life insurer may not purchase an investment or security at a price 

above its market value.  

 

 (b) Subsection (a) of this section does not prohibit a life insurer from 

acquiring control of another insurer.  
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 (c) This subti tle does not prohibit a life insurer from acquiring other or 

additional securities or property that is received:  

 

  (1) as a dividend;  

 

  (2) as a lawful distribution of assets; or  

 

  (3) under a lawful and bona fide agreement of bulk reinsurance, 

merger, or consolidation.  

 

§5ð505. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òBoardó means the board of directors of a life insurer.  

 

  (3) òCommitteeó means a committee authorized by the b oard of 

directors of a life insurer.  

 

 (b) (1) The board shall adopt a written plan for:  

 

   (i)  acquiring and holding investments; and  

 

   (ii)  engaging in investment practices.  

 

  (2) The plan required under paragraph (1) of this subsection shall 

specify guidelines for the:  

 

   (i)  quality, maturity, and diversification of investments; and  

 

   (ii)  investment strategies that assure that investments and 

investment practices are appropriate for:  

 

    1. the business conducted by the life insurer;  

 

    2. th e liquidity needs of the life insurer; and  

 

    3. the capital and surplus requirements of the life 

insurer.  

 

  (3) Before adopting the plan required under paragraph (1) of this 

subsection, the board shall review and assess the life insurer õs technical investment 

and administrative capabilities and investment expertise.  
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 (c) (1) The board shall supervise and direct any investments acquired 

and held under this subtitle.  

 

  (2) At least annually, the board by formal resolution shall determine 

whether a ll investments have been made in accordance with delegations, standards, 

limitations, and investment objectives prescribed by the board or committee charged 

with the responsibility of directing the life insurer õs investments.  

 

 (d) In order to determ ine whether the investment activity of the life insurer 

is consistent with the plan required under subsection (b) of this section, on at least a 

quarterly basis, the board or committee shall:  

 

  (1) receive and review a summary report on the life insurer õs 

investment portfolio, investment activities, and investment practices engaged in 

under delegated authority; and  

 

  (2) review and revise as needed the plan required under subsection 

(b) of this section.  

 

 (e) In the discharge of duties under this se ction:  

 

  (1) the board shall require that the following be made available on a 

regular basis to the board:  

 

   (i)  the records of any authorizations or approvals;  

 

   (ii)  the reports of any action taken under the authority 

delegated under the plan requir ed under subsection (b) of this section; and  

 

   (iii)  any other documentation as the board may require; and  

 

  (2) each director shall perform their duties as a director, including 

any duties as a member of a committee:  

 

   (i)  in good faith;  

 

   (ii)  in a manner reasonably believed to be in the best interests 

of the insurer; and  

 

   (iii)  with that degree of care that an ordinarily prudent person 

in a like position would use under similar circumstances.  
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 (f) If a life insurer does not have a board, all r eferences to the board in this 

section shall be deemed to be references to the governing body of the life insurer 

having authority equivalent to that of a board.  

 

§5ð506. 

 

 (a) In addition to investments otherwise excluded under this article, a life 

insurer may not directly or indirectly invest in or lend its funds on the security of:  

 

  (1) an investment or security that the Commissioner finds is 

designed to evade a prohibition of this article; or  

 

  (2) issued shares of the life insurer õs capital stock, except:  

 

   (i)  for the purpose of mutualization under Title 3, Subtitle 1 

of this article; or  

 

   (ii)  in connection with a plan approved by the Commissioner 

for purchase of the shares by employees or insurance producers of the life insure r.  

 

 (b) A life insurer may not directly or indirectly make a loan to an officer or 

director of the life insurer, except:  

 

  (1) a policy loan; or  

 

  (2) a bona fide mortgage loan on the principal residence of the officer 

or director that has been approved  or ratified by the board of directors of the life 

insurer.  

 

§5ð507. 

 

 (a) This section does not apply to:  

 

  (1) policy loans made under this subtitle; or  

 

  (2) general obligations of the United States, Canada, or a state.  

 

 (b) Unless the Com missioner approves, a life insurer may not have at one 

time any combination of investments in or loans on the security of the obligations, 

property, or securities of one person in an aggregate amount exceeding 10 % of the 

admitted assets of the life insurer.  

 

§5ð508. 
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 (a) A life insurer may lend to its policyholder on the policy as collateral 

security an amount not exceeding the cash surrender value of the policy.  

 

 (b) A policy loan is an eligible reserve investment of a life insurer.  

 

§5ð509. 

 

 (a) The definitions in § 5-511 of this subtitle apply in this section.  

 

 (b) This section does not apply to Canadian securities and investments that 

are eligible for investment under other provisions of this subtitle.  

 

 (c) Subject to the limitations of § 5-511 of this subtitle, a life insurer may 

acquire foreign investments, or engage in investment practices with persons of or in 

foreign jurisdictions, of substantially the same types as those that a life insurer is 

allowed to a cquire under this subtitle, other than those of the type prohibited under 

§ 5-506 of this subtitle if, as a result of and after giving effect to the investment:  

 

  (1) the aggregate amount of foreign investments then held by the life 

insurer under thi s subsection does not exceed 20% of its admitted assets; and  

 

  (2) the aggregate amount of foreign investments then held by the life 

insurer under this subsection in a single foreign jurisdiction does not exceed:  

 

   (i)  10% of its admitted assets for a foreign jurisdiction that has 

a sovereign debt rating of investment grade or higher by a nationally recognized 

statistical rating organization; or  

 

   (ii)  3% of its admitted assets for any other foreign jurisdiction.  

 

 (d) (1) Subject to the limitations of § 5-511 of this subtitle, a life insurer 

may acquire investments or engage in investment practices denominated in foreign 

currencies, whether or not they are foreign investments acquired under subsection 

(c) of this section, or a dditional foreign currency exposure as a result of the 

termination or expiration of a hedging transaction with respect to investments 

denominated in a foreign currency, if:  

 

   (i)  the aggregate amount of investments then held by the life 

insurer under thi s subsection denominated in foreign currencies does not exceed 10 % 

of its admitted assets; and  

 

   (ii)  the aggregate amount of investments then held by the life 

insurer under this subsection denominated in the foreign currency of a single foreign 

jurisdiction does not exceed:  
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    1. 10% of its admitted assets for a foreign jurisdiction 

that has a sovereign debt rating of investment grade or higher by a nationally 

recognized statistical rating organization; or  

 

    2. 3% of its admitte d assets for any other foreign 

jurisdiction.  

 

  (2) Notwithstanding paragraph (1) of this subsection, an investment 

is not considered denominated in foreign currency if the acquiring insurer enters into 

one or more contracts in derivative transactions and the business entity counterparty 

agrees under the contract or contracts to exchange all payments made on the foreign 

currency denominated investment for United States currency at a rate that 

effectively insulates the investment cash flows against future ch anges in currency 

exchange rates during the period the contract or contracts are in effect.  

 

 (e) (1) In addition to investments allowed under subsections (c) and (d) 

of this section, a life insurer that is authorized to do business in a foreign jurisdicti on, 

and that has outstanding insurance, annuity, or reinsurance contracts on lives or 

risks resident or located in that foreign jurisdiction and denominated in the foreign 

currency of that jurisdiction, may acquire foreign investments with respect to that 

foreign jurisdiction, and may acquire investments denominated in the currency of 

that jurisdiction, subject to the limitations of § 5-511 of this subtitle.  

 

  (2) Notwithstanding paragraph (1) of this subsection, investments 

made under this subsection  in obligations of foreign governments, their political 

subdivisions, and government sponsored enterprises are not subject to the limitations 

of § 5-511 of this subtitle if those investments carry a rating of investment grade or 

higher by a nationally  recognized statistical rating organization.  

 

  (3) The aggregate amount of investments acquired by the life insurer 

under this subsection may not exceed the greater of:  

 

   (i)  the amount that the life insurer is required by the law of 

the foreign jurisdi ction to invest in the foreign jurisdiction; and  

 

   (ii)  115% of the amount of its reserves, net of reinsurance, and 

other obligations under the contracts on lives or risks resident or located in the 

foreign jurisdiction.  

 

 (f) (1) In addition to i nvestments allowed under subsections (c) and (d) 

of this section, a life insurer that is not authorized to do business in a foreign 

jurisdiction, but which has outstanding insurance, annuity, or reinsurance contracts 

on lives or risks resident or located i n that foreign jurisdiction and denominated in 
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the foreign currency of that jurisdiction, may acquire foreign investments with 

respect to that foreign jurisdiction, and may acquire investments denominated in the 

currency of that jurisdiction, subject to th e limitations of § 5-511 of this subtitle.  

 

  (2) Notwithstanding paragraph (1) of this subsection, investments 

made under this subsection in obligations of foreign governments, their political 

subdivisions, and government sponsored enterprises are no t subject to the limitations 

of § 5-511 of this subtitle if those investments carry a rating of investment grade or 

higher by a nationally recognized statistical rating organization.  

 

  (3) The aggregate amount of investments acquired by the life insu rer 

under this subsection may not exceed 105 % of the amount of its reserves, net of 

reinsurance, and other obligations under the contracts on lives or risks resident or 

located in the foreign jurisdiction.  

 

 (g) (1) Investments acquired under this s ection shall be aggregated with 

investments of the same type made under all other provisions of this subtitle, and in 

a similar manner, for purposes of determining compliance with the limitations, if any, 

contained in the other provisions of this subtitle.  

 

  (2) Investments in obligations of foreign governments, their political 

subdivisions, and government sponsored enterprises, except for those exempted 

under subsections (e) and (f) of this section, are subject to the limitations of § 5-511 

of this s ubtitle.  

 

§5ð510. 

 

 (a) Before investing in other classes or types of investment, each life insurer 

shall invest and maintain invested, in cash and securities of the classes described in 

subsection (b) of this section, funds in an amount not les s than the minimum paid -in 

capital stock required under this article for authority to engage in the life insurance 

business. 

 

 (b) The investments required by subsection (a) of this section may be made 

only in cash or the following classes of securities:  

 

  (1) bonds or other evidences of indebtedness of the United States or 

an agency of the United States if the obligation is guaranteed as to principal and 

interest by the United States;  

 

  (2) bonds or other evidences of indebtedness that are the direct 

obligations of the State or of a county, district, or municipal corporation of the State; 

or 
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  (3) bonds or other evidences of indebtedness that are direct 

obligations of another state.  

 

 (c) After satisfying the minimum investment requirements of subsection  (a) 

of this section, each life insurer shall invest and maintain invested additional funds, 

to bring its investments up to an amount not less than 100 % of the life insurer õs 

required reserves, in cash or the classes of securities or investmen ts authorized under 

§ 5-511 of this subtitle.  

 

 (d) A life insurer shall maintain the minimum investments required by this 

section free and clear from any lien or pledge, other than as a deposit required or 

allowed under § 4-106 of this article.  

 

 (e) After satisfying the minimum investment requirements of this subtitle, 

a life insurer may invest any excess funds without limitation in investments not 

otherwise prohibited under this subtitle.  

 

§5ð511. 

 

 (a) (1) In this section and in § 5ð509 of this subtitle the following words 

have the meanings indicated.  

 

  (2) òAcceptable collateral ó means: 

 

   (i)  1. as to securities lending transactions, and for the 

purpose of calculating counterparty exposure amount, cash, cas h equivalents, letters 

of credit, and direct obligations of, or securities that are fully guaranteed as to 

principal and interest by, the government of the United States or an agency of the 

United States, or by the Federal National Mortgage Association or the Federal Home 

Loan Mortgage Corporation; and  

 

    2. as to lending foreign securities, sovereign debt rated 

I by the Securities Valuation Office of the National Association of Insurance 

Commissioners;  

 

   (ii)  as to repurchase transactions, cash, cash e quivalents, and 

direct obligations of, or securities that are fully guaranteed as to principal and 

interest by, the government of the United States or an agency of the United States, 

or by the Federal National Mortgage Association or the Federal Home Loan Mortgage 

Corporation; and  

 

   (iii)  as to reverse repurchase transactions, cash and cash 

equivalents.  
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  (3) (i)  òAssetðbacked securityó means a security or other 

instrument, excluding a mutual fund, evidencing an interest in, or the righ t to receive 

payments from, or payable from distributions on, an asset, a pool of assets, or 

specifically divisible cash flows that are legally transferred to a trust or another 

special purpose bankruptcy ðremote business entity, on the following cond itions:  

 

    1. the trust or other business entity is established 

solely for the purpose of acquiring specific types of assets or rights to cash flows, 

issuing securities and other instruments representing an interest in or right to 

receive cash flows from  those assets or rights, and engaging in activities required to 

service the assets or rights and any credit enhancement or support features held by 

the trust or other business entity; and  

 

    2. the assets of the trust or other business entity 

consist solely of interest bearing obligations or other contractual obligations 

representing the right to receive payment from the cash flows from the assets or 

rights.  

 

   (ii)  However, the existence of credit enhancements, such as 

letters of credit or guarantees, o r support features such as swap agreements, do not 

cause a security or other instrument to be ineligible as an asset ðbacked security.  

 

  (4) òBusiness entity ó includes a sole proprietorship, corporation, 

association, general or limited pa rtnership, limited liability company, joint ðstock 

company, joint venture, trust, or any other form of business organization, whether 

for profit or nonprofit.  

 

  (5) (i)  òCash equivalent ó means a highly liquid investment or 

security with a n original term to maturity of 90 days or less that is:  

 

    1. readily convertible to a known amount of cash 

without penalty;  

 

    2. so near maturity that it presents an insignificant 

risk of change in value; and  

 

    3. rated:  

 

    A. òPð1ó by Moodyõs Investors Services, Inc.;  

 

    B. òAð1ó by Standard and Poor õs Division of the 

McGraw Hill Companies, Inc.; or  
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    C. equivalently by a nationally recognized statistical 

rating organization recognized by the Securities Valuation Office of the National 

Association of Insurance Commissioners.  

 

   (ii)  òCash equivalent ó includes a government money market 

mutual fund and a Class One Money Market Mutual Fund.  

 

  (6) (i)  òCounterparty exposure amou ntó means: 

 

    1. for an overðtheðcounter derivative instrument not 

entered into pursuant to a written master agreement that provides for netting of 

payments owed by the respective parties:  

 

    A. the market value of the over ðtheðcounter derivative 

instrument if the liquidation of the derivative instrument would result in a final cash 

payment to the insurer; or  

 

    B. zero if the liquidation of the derivative instrument 

would not result in a final cash payment to the insurer ; 

 

    2. for overðtheðcounter derivative instruments 

entered into pursuant to a written master agreement that provides for netting of 

payments owed by the respective parties, and the domiciliary jurisdiction of the 

counterparty is either withi n the United States or, if not within the United States, is 

within a foreign (not United States) jurisdiction listed in the purposes and procedures 

manual of the Securities Valuation Office as eligible for netting, the greater of zero 

or the net sum payabl e to the insurer in connection with all derivative instruments 

subject to the written master agreement upon their liquidation in the event of default 

by the counterparty pursuant to the master agreement (assuming no conditions 

precedent to the obligations of the counterparty to make such a payment and 

assuming no setoff of amounts payable pursuant to any other instrument or 

agreement).  

 

   (ii)  For purposes of this paragraph, market value or the net 

sum payable, as the case may be, shall be determined at th e end of the most recent 

quarter of the insurer õs fiscal year and shall be reduced by the market value of 

acceptable collateral held by the insurer or a custodian on the insurer õs behalf.  

 

  (7) (i)  òDerivative instrument ó means an agreement, option, 

instrument, or a series or combination thereof:  

 

    1. to make or take delivery of, or assume or relinquish, 

a specified amount of one or more underlying interests, or to make a cash settlement 

in lieu thereof; or  
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    2. that has a pri ce, performance, value, or cash flow 

based primarily upon the actual or expected price, level, performance, value, or cash 

flow of one or more underlying interests.  

 

   (ii)  òDerivative instrument ó includes options, warrants used in 

a hedging t ransaction and not attached to another financial instrument, caps, floors, 

collars, swaps, forwards, futures, and any other agreements, options, or instruments 

substantially similar thereto or any series or combination thereof and any 

agreements, options, or instruments permitted under regulations adopted under this 

section. 

 

   (iii)  òDerivative instrument ó does not include collateralized 

mortgage obligations, other asset ðbacked securities, principal ðprotected structured 

securities,  floating rate securities, or instruments that an insurer is otherwise 

permitted to invest in or receive under this article other than under this subsection, 

and any debt obligations of the insurer.  

 

  (8) òDerivative transaction ó means a trans action involving the use of 

one or more derivative instruments.  

 

  (9) òDollar roll transaction ó means two simultaneous transactions 

with different settlement dates no more than 96 days apart, so that in the transaction 

with the earlier settlem ent date, an insurer sells to a business entity, and in the other 

transaction the insurer is obligated to purchase from the same business entity, 

substantially similar securities of the following types:  

 

   (i)  assetðbacked securities issued, assumed  or guaranteed by 

the Government National Mortgage Association, the Federal National Mortgage 

Association, or the Federal Home Loan Mortgage Corporation or their respective 

successors; and 

 

   (ii)  other assetðbacked securities referred to in Section  106 of 

Title I of the Secondary Mortgage Market Enhancement Act of 1984 (15 U.S.C. § 77rð

1), as amended. 

 

  (10) òDomestic jurisdiction ó means the United States, Canada, a state, 

a province of Canada, or a political subdivision of t he United States, Canada, a state, 

or a province of Canada.  

 

  (11) òForeign currency ó means a currency other than that of a 

domestic jurisdiction.  
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  (12) (i)  òForeign investment ó means an investment in a foreign 

jurisdiction, or a n investment in a person, real estate, or asset domiciled in a foreign 

jurisdiction, that is substantially of the same type as those eligible for investment 

under this section.  

 

   (ii)  An investment may not be deemed to be foreign if the 

issuing person, q ualified primary credit source, or qualified guarantor is a domestic 

jurisdiction or a person domiciled in a domestic jurisdiction, unless:  

 

    1. the issuing person is a shell business entity; and  

 

    2. the investment is not assumed, accepted, 

guarante ed, or insured or otherwise backed by a domestic jurisdiction or a person, 

that is not a shell business entity, domiciled in a domestic jurisdiction.  

 

  (13) òForeign jurisdiction ó means a jurisdiction other than a domestic 

jurisdiction.  

 

  (14) òHedging transaction ó means a derivative transaction that is 

entered into and maintained to reduce:  

 

   (i)  the risk of a change in the value, yield, price, cash flow, or 

quantity of assets or liabilities that the insurer has acquired or incu rred or 

anticipates acquiring or incurring; or  

 

   (ii)  the currency exchange rate risk or the degree of exposure 

as to assets or liabilities that an insurer has acquired or incurred or anticipates 

acquiring or incurring.  

 

  (15) òLower grade investm entó means an investment obligation that 

is rated four, five, or six by the Securities Valuation Office of the National Association 

of Insurance Commissioners.  

 

  (16) òMedium grade investment ó means an investment obligation that 

is rated  three by the Securities Valuation Office of the National Association of 

Insurance Commissioners.  

 

  (17) òQualified guarantor ó means a guarantor against which an 

insurer has a direct claim for full and timely payment, evidenced by a contractua l 

right for which an enforcement action can be brought in a domestic jurisdiction.  

 

  (18) òQualified primary credit source ó means the credit source to 

which an insurer looks for payment as to an investment and against which an insurer 
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has a di rect claim for full and timely payment, evidenced by a contractual right for 

which an enforcement action can be brought in a domestic jurisdiction.  

 

  (19) (i)  òReplication transaction ó means a derivative transaction 

that is intended to replica te the performance of one or more assets that a life insurer 

is authorized to acquire under this section.  

 

   (ii)  òReplication transaction ó does not include a derivative 

transaction entered into as a hedging transaction.  

 

  (20) òRepurchase transactionó means a transaction in which an 

insurer purchases securities from a business entity that is obligated to repurchase 

the purchased securities or equivalent securities from the business entity at a 

specified price, either within a spec ified period of time or on demand.  

 

  (21) òReverse repurchase transaction ó means a transaction in which 

an insurer sells securities to a business entity and is obligated to repurchase the sold 

securities or equivalent securities from the busin ess entity at a specified price, either 

within a specified period of time or on demand.  

 

  (22) òSecurities lending transaction ó means a transaction in which 

securities are loaned by an insurer to a business entity that is obligated to return t he 

loaned securities or equivalent securities to the insurer, either within a specified 

period of time or on demand.  

 

  (23) òShell business entity ó means a business entity having no 

economic substance, except as a vehicle for owning interests in assets issued, owned, 

or previously owned by a person domiciled in a foreign jurisdiction.  

 

 (að1) Each life insurer shall have and continually maintain an amount equal 

to its entire reserves, as required by this article, in any combination of the  types of 

assets authorized by subsections (c) through (p) of this section subject to the limit, if 

any, set for each type or class of investment.  

 

 (b) (1) For purposes of this section, the entire reserves of a life insurer is 

the sum of the amounts liste d in paragraph (2) of this subsection less the amount of 

net uncollected and deferred premiums.  

 

  (2) The sum to be used in paragraph (1) of this subsection consists of:  

 

   (i)  the net present value of all outstanding policies in force, 

less reinsurance;  
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   (ii)  reserves for accidental death benefits and total and 

permanent disability benefits, less reinsurance;  

 

   (iii)  the present value of supplementary contracts, including 

dividends left with the life insurer to accumulate at interest;  

 

   (iv)  liabi lities on canceled policies that are not included in net 

reserve and on which a surrender value may be demanded, and outstanding policy 

claims and losses; and  

 

   (v) any additional reserves that the Commissioner reasonably 

requires for the life insurance.  

 

 (c) The reserve investments of a life insurer may include:  

 

  (1) cash or deposits in checking or savings accounts, under 

certificates of deposit, or in any other form in a national or State bank or trust 

company; or  

 

  (2) shares or deposits in a savin gs and loan association or building 

and loan association to the extent that the investment or account is insured by the 

Federal Deposit Insurance Corporation.  

 

 (d) (1) The reserve investments of a life insurer may include:  

 

   (i)  interest bearing bonds, notes, certificates of indebtedness, 

bills, or other direct interest bearing obligations of the United States or Canada or 

other interest bearing obligations fully guaranteed both as to principal and interest 

by the United States or Canada;  

 

   (ii)  intere st bearing bonds of a state, a province of Canada, a 

county or incorporated city of a state, or a municipality of Canada;  

 

   (iii)  interest bearing bonds of a commission, instrumentality, 

authority, or political subdivision with legal authority to issue i nterest bearing bonds, 

of the United States, Canada, a state, a province of Canada, a county or incorporated 

city of a state, or a municipality of Canada;  

 

   (iv)  interest bearing bonds, notes, or other interest bearing 

obligations of a corporation incorp orated under the laws of the United States, 

Canada, a state, or a province of Canada;  

 

   (v) subject to paragraph (2) of this subsection, obligations of 

the African Development Bank, Asian Development Bank, Inter ðAmerican 



 

 - 267 - 

Development Bank, Internati onal Bank for Reconstruction and Development, or 

International Finance Corporation;  

 

   (vi)  assetðbacked securities rated investment grade by at least 

one of the nationally recognized statistical rating organizations, and which either 

trade on a reg ulated nationally recognized exchange or are traded by a minimum of 

two registered broker ðdealers. To the extent necessary to satisfy the reserve 

requirements of this subtitle, a life insurer may not have more than 3 % of its total 

admitted ass ets in the assetðbacked securities of any one issuer; and  

 

   (vii)  interest bearing bonds, notes, or other interest bearing 

obligations of real estate investment trusts rated investment grade by at least one of 

the nationally recognized statistical rating organizations, and which either trade on 

a regulated nationally recognized exchange or are traded by a minimum of two 

registered broker ðdealers. To the extent necessary to satisfy the reserve 

requirements of this subtitle, a life insurer may n ot have more than 3 % of its total 

admitted assets in the bonds, notes, or other interest bearing obligations of any one 

real estate investment trust.  

 

  (2) A life insurer may not invest more than 5 % of its total admitted 

assets in obligation s of the African Development Bank, Asian Development Bank, 

Inter ðAmerican Development Bank, International Bank for Reconstruction and 

Development, or International Finance Corporation.  

 

  (3) A life insurer may not acquire directly or indirectly thro ugh an 

investment subsidiary an investment under subsection (d), (e), or (f) of this section or 

§ 5ð509 of this subtitle, or counterparty exposure under subsection (o) of this section, 

if as a result of and after giving effect to the investment:  

 

   (i)  the aggregate amount of medium grade investments and 

lower grade investments then held by the life insurer would exceed 20 % of the life 

insurer õs admitted assets;  

 

   (ii)  the aggregate amount of lower grade investments then 

held by t he life insurer would exceed 10 % of the life insurer õs admitted assets;  

 

   (iii)  the aggregate amount of investments rated five or six by 

the Securities Valuation Office of the National Association of Insurance 

Commissioners then held by the life insurer would exceed 3 % of the life insurer õs 

admitted assets;  

 

   (iv)  the aggregate amount of investments rated six by the 

Securities Valuation Office of the National Association of Insurance Commissioners 

then held by the life insurer would exceed 1% of the life insurer õs admitted assets;  
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   (v) the aggregate amount of medium grade investments and 

lower grade investments then held by the life insurer that receive as cash income less 

than the equivalent yield for United Sta tes Department of the Treasury issues with 

a comparative average life, would exceed 1 % of the life insurer õs admitted assets;  

 

   (vi)  the following would exceed 1 % of the life insurer õs admitted 

assets: 

 

    1. the aggregate amou nt of medium grade investments 

and lower grade investments issued, assumed, guaranteed, accepted, or insured by 

any one person; or  

 

    2. any assetðbacked securities secured by or 

evidencing an interest in a single asset or pool of assets; or  

 

   (vii)  the following would exceed one ðhalf of one percent of the 

life insurer õs admitted assets:  

 

    1. the aggregate amount of lower grade investments 

issued, assumed, guaranteed, accepted, or insured by any one person; or  

 

    2. any assetðbacked securities secured by or 

evidencing an interest in a single asset or pool of assets.  

 

 (e) The reserve investments of a life insurer may include equipment trust 

obligations or certificates or other secured instruments that evidence:  

 

  (1) an inte rest in transportation or other equipment located wholly 

or partly within the United States or Canada; and  

 

  (2) a right to receive determined parts of rental, purchases, or other 

fixed obligatory payments received for the use or purchase of the transport ation or 

other equipment.  

 

 (f) (1) Subject to paragraph (2) of this subsection, the reserve 

investments of a life insurer may include dividend ðpaying stock of a corporation 

created or existing under the laws of the United States, Canada, a state, or  a province 

of Canada. 

 

  (2) To the extent necessary to satisfy the reserve requirements of this 

subtitle, a life insurer may not have more than:  

 

   (i)  10% of its total admitted assets in preferred stock;  



 

 - 269 - 

 

   (ii)  10% of its total admitted  assets in common stock; or  

 

   (iii)  5% of its total admitted assets in the stock of any one 

corporation.  

 

 (g) (1) The reserve investments of a life insurer may include loans 

secured by first mortgages, or deeds of trust, on unencumbered fee ðsimple or 

improved leasehold real estate in a state or a province of Canada in an amount not 

exceeding 85% of the fair market value of the real estate.  

 

  (2) A life insurer may not include an amount from an investment 

made under paragraph (1) of t his subsection that exceeds 75 % of the fair market value 

of the real estate in reserve and capital stock investments under this subtitle unless:  

 

   (i)  the real estate:  

 

    1. is primarily improved by a residence; or  

 

    2. is farm property used for farming purposes and the 

loan amount on any one farm property does not exceed $500,000; and  

 

   (ii)  the loan on the real estate provides for the amortization of 

principal over a period of not more than 30 years, with payments to be made at least 

annua lly.  

 

  (3) (i)  Notwithstanding paragraph (1) of this subsection, but 

subject to subparagraph (ii) of this paragraph, a life insurer may include an amount 

from an investment made under paragraph (1) of this subsection not exceeding 95 % 

of the fair m arket value of the real estate if:  

 

    1. the real estate is improved by a dwelling primarily 

intended for occupancy by not more than four families; and  

 

    2. a mortgage insurance company authorized to do 

business in this State and not affiliated with t he entity making the loan guarantees 

or insures that part of the loan in excess of 85 % of the fair market value of the real 

estate. 

 

   (ii)  A life insurer may not place more than 3 % of its admitted 

assets in loans in which the amount of the loan exceeds 90% of the fair market value 

of the security of the loan.  
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  (4) (i)  If a loan is made on real estate improved by a building, the 

improvements must be insured against loss by fire.  

 

   (ii)  The fire insurance policy required by subparag raph (i) of 

this paragraph shall:  

 

    1. contain the New York or Massachusetts standard 

mortgage clause or its equivalent; and  

 

    2. be delivered to the mortgagee as additional security 

for the loan.  

 

   (iii)  A policy that insures against loss by fire and other 

coverages satisfies the requirements of this subsection.  

 

  (5) The requirements of this section and any other law of the State 

that require security on a loan, prescribe the nature, amount, or form of security on 

a loan, or limit the interest ra te on a loan do not apply if the reserve investments 

consist of bonds, notes, or other evidences of indebtedness secured by mortgages or 

deeds of trust that are guaranteed or insured by an instrumentality of the United 

States under the National Housing Act , Servicemenõs Readjustment Act of 1944, or 

BankheadðJones Farm Tenant Act.  

 

 (h) (1) Subject to paragraphs (2) and (3) of this subsection, the reserve 

investments of a life insurer may include ground rents in any state.  

 

  (2) For unexpired re deemable ground rents, any premiums paid 

must be:  

 

   (i)  amortized over the period between the date of acquisition 

and the earliest redemption date; or  

 

   (ii)  charged off before the redemption date.  

 

  (3) For expired redeemable ground rents, any premiu ms paid must 

be charged off when acquired.  

 

  (4) A life insurer shall carry redeemable ground rents purchased at 

a discount at an amount not greater than the cost of acquisition.  

 

 (i)  (1) The reserve investments of a life insurer may include collateral 

loans secured by pledge of any security listed in subsections (c) through (h) of this 

section if the current market value of the pledged security at all times during the 

term of the loan is at least 10 % more than the unpaid balance of the loan amount . 
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  (2) Each collateral loan is subject to the power of the life insurer to 

terminate it if the pledged security depreciates below 10 % of the unpaid balance of 

the loan amount.  

 

 (j) (1) For purposes of this subsection, real estate sold under a con tract 

of sale in which title is retained in the life insurer shall be classified as real estate.  

 

  (2) Subject to paragraph (3) of this subsection, the reserve 

investments of a life insurer may include:  

 

   (i)  real estate for the office and business purp oses only of the 

life insurer, except as authorized by subsections (g) and (h) of this section; or  

 

   (ii)  property primarily for the use of employees or customers of 

the life insurer for parking with or without charge.  

 

  (3) The equity value of all real  estate held under paragraph (2) of this 

subsection may not exceed 20% of the life insurer õs total admitted assets.  

 

  (4) A life insurer may purchase and hold real estate under a 

foreclosure of its own mortgages or a deed in lieu of mortgage foreclosure for not more 

than 5 years.  

 

  (5) Subject to paragraph (6) of this subsection, the Commissioner 

may grant extensions for periods not exceeding 5 years each of the period within 

which real estate may be held under paragraph (4) of this subsectio n, if the 

Commissioner considers the extensions necessary to serve the best interest of the life 

insurer and its policyholders.  

 

  (6) Before the Commissioner may refuse to grant extensions under 

paragraph (5) of this subsection, an appraisal of the real e state shall be obtained. If 

the appraisal shows that the appraised value of the real estate equals or exceeds the 

book value of the real estate, the Commissioner shall grant extensions for periods not 

exceeding 5 years each. 

 

  (7) With the written approva l of the Commissioner, a life insurer may 

acquire property as partial payment of the consideration for the sale of real estate 

owned by the life insurer if the transaction causes a net reduction in the investment 

of the life insurer in real estate.  

 

  (8) With the approval of the Commissioner, a life insurer may acquire 

other real estate if necessary or convenient to enhance the market value of real estate 

previously acquired or held by the life insurer in accordance with this subsection.  
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 (k)  The reserve investments of a life insurer may include interest, rents, or 

other fixed income due and accrued on:  

 

  (1) an investment authorized under subsections (c) through (e) and 

(g) through (j) of this section; or  

 

  (2) policy loans of the life insurer.  

 

 (l)  (1) The real estate authorized by this subsection to be held as a 

reserve investment by a life insurer does not include property to be used primarily 

for mining, recreational, amusement, hotel, or club purposes.  

 

  (2) Subject to paragraphs (3) through (6) o f this subsection, the 

reserve investments of a life insurer may include fee ðsimple or improved leasehold 

real estate or interests in limited partnerships formed for the development or 

ownership of feeðsimple or improved leasehold real estate, if acquired:  

 

   (i)  as an investment for the production of income; or  

 

   (ii)  to be improved or developed as an investment for the 

production of income.  

 

  (3) The cost of each parcel of feeðsimple or improved leasehold real 

estate or each limited partnership interest acquired under this subsection, including 

the cost to the life insurer of improving or developing the real estate, may not exceed:  

 

   (i)  15% of the admitted assets of the life insurer, when added 

to the book value of all other  feeðsimple or improved leasehold real estate or limited 

partnership interests then held by the life insurer under this subsection; and  

 

   (ii)  20% of the total admitted assets of the life insurer, when 

added to the value of all real estate h owever acquired or held for investment by the 

life insurer, including home office and branch office properties.  

 

  (4) The cost of each parcel of feeðsimple or improved leasehold real 

estate or each limited partnership interest acquired under this se ction, including the 

cost to the life insurer of improving or developing the real estate, may not exceed 1 % 

of the admitted assets of the life insurer.  

 

  (5) (i)  Except as otherwise required by the Commissioner, each 

parcel of feeðsimple or i mproved leasehold real estate held by a life insurer directly 

or through a limited partnership under this subsection shall be valued on the books 

of the life insurer as of December 31 of each year at an amount that includes a write ð
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down of the cost of the property, excluding the land cost, but including all 

improvements or development costs, at a rate that averages not less than 2 % per year 

of the cost of the property for each year or part of a year that the property is held.  

 

   (ii)  The admit ted values of each parcel of feeðsimple or 

improved leasehold real estate held under this subsection may not exceed the 

depreciated value of the property.  

 

  (6) A life insurer may not count towards its cash reserves any more 

than the lesser of:  

 

   (i)  75% of the investment value of any limited partnership 

interest; and  

 

   (ii)  75% of the current book value of that limited partnership 

interest.  

 

  (7) (i)  Interests in limited partnerships under this subsection 

shall be valued at the ac tual cost of the investment adjusted by any additional capital 

contributions or capital withdrawals.  

 

   (ii)  The valuation of a limited partnership interest may not 

exceed the life insurer õs proportionate share of the equity of the real estate asset  

owned by the limited partnership.  

 

 (m) The reserve investments of a life insurer may include those investments 

permitted under § 5ð509 of this subtitle.  

 

 (n) (1) The reserve investments of a life insurer may include securities 

lending, repurc hase, reverse repurchase, and dollar roll transactions with business 

entities, subject to the requirements of paragraphs (2) through (9) of this subsection.  

 

  (2) (i)  The insurer õs board of directors shall adopt a written plan 

that specifies guideli nes and objectives to be followed, such as:  

 

    1. a description of how cash received will be invested or 

used for general corporate purposes of the insurer;  

 

    2. operational procedures to manage interest rate risk, 

counterparty default risk, the condi tions under which proceeds from reverse 

repurchase transactions may be used in the ordinary course of business, and the use 

of acceptable collateral in a manner that reflects the liquidity needs of the 

transaction; and  
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    3. the extent to which the insur er may engage in these 

transactions.  

 

   (ii)  The insurer shall file with the Commissioner the written 

plan including all changes and amendments to the written plan for use in the State 

on or before the date the plan becomes effective.  

 

  (3) (i)  The insur er shall enter into a written agreement for all 

transactions authorized under this subsection other than dollar roll transactions.  

 

   (ii)  The written agreement shall require that each transaction 

terminate no more than 1 year from its inception or on the  earlier demand of the 

insurer.  

 

   (iii)  The agreement shall be with the business entity 

counterparty, but for securities lending transactions, the agreement may be with an 

agent acting on behalf of the insurer, if the agent is a qualified business entity , and 

if the agreement:  

 

    1. requires the agent to enter into separate agreements 

with each counterparty that are consistent with the requirements of this section; and  

 

    2. prohibits securities lending transactions under the 

agreement with the agent or its affiliates.  

 

  (4) (i)  Cash received in a transaction under this subsection shall 

be invested in accordance with this subtitle and in a manner that recognizes the 

liquidity needs of the transaction or used by the insurer for its general corporate 

purposes. 

 

   (ii)  For so long as the transaction remains outstanding, the 

insurer, its agent, or custodian shall maintain, as to acceptable collateral received in 

a transaction under this subsection, either physically or through the book entry 

systems of th e Federal Reserve, Depository Trust Company, Participants Trust 

Company, or other securities depositories approved by the Commissioner:  

 

    1. possession of the acceptable collateral;  

 

    2. a perfected security interest in the acceptable 

collateral; or  

 

    3. in the case of a jurisdiction outside the United 

States, title to, or rights of a secured creditor to, the acceptable collateral.  
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  (5) (i)  The limitations of § 5ð507 of this subtitle do not apply to 

the business entity counterparty exp osure created by transactions under this 

subsection. 

 

   (ii)  For purposes of calculations made to determine compliance 

with this subsection, no effect will be given to the insurer õs future obligation to resell 

securities, in the case of a repurchase  transaction, or to repurchase securities, in the 

case of a reverse repurchase transaction.  

 

   (iii)  An insurer may not enter into a transaction under this 

subsection if, as a result of and after giving effect to the transaction:  

 

    1. A. the aggregate amount of securities then 

loaned, sold to, or purchased from any one business entity counterparty under this 

subsection would exceed 5% of its admitted assets; and  

 

    B. in calculating the amount sold to or purchased from 

a business entity counter party under repurchase or reverse repurchase transactions, 

effect may be given to netting provisions under a master written agreement; or  

 

    2. the aggregate amount of all securities then loaned, 

sold to, or purchased from all business entities under thi s subsection would exceed 

40% of its admitted assets.  

 

  (6) (i)  In a securities lending transaction, the insurer shall 

receive acceptable collateral having a market value as of the transaction date at least 

equal to 102 % of the market value of the securities loaned by the insurer in the 

transaction as of that date.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less than the market value of the loaned securities, the business entity 

counterparty shall be obligated to  deliver additional acceptable collateral, the market 

value of which, together with the market value of all acceptable collateral then held 

in connection with the transaction, at least equals 102 % of the market value of the 

loaned securities.  

 

  (7) (i)  In a reverse repurchase transaction, other than a dollar roll 

transaction, the insurer shall receive acceptable collateral having a market value as 

of the transaction date at least equal to 95 % of the market value of the securities 

transferred by the insurer in the transaction as of that date.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less than 95 % of the market value of the securities so transferred, the business 

entity counterparty shall be obligated to de liver additional acceptable collateral, the 
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market value of which, together with the market value of all acceptable collateral 

then held in connection with the transaction, at least equals 95 % of the market value 

of the transferred securities.  

 

  (8) In a dollar roll transaction, the insurer shall receive cash in an 

amount at least equal to the market value of the securities transferred by the insurer 

in the transaction as of the transaction date.  

 

  (9) (i)  In a repurchase transaction, the insurer s hall receive as 

acceptable collateral transferred securities having a market value at least equal to 

102% of the purchase price paid by the insurer for the securities.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less tha n 100% of the purchase price paid by the insurer, the business entity 

counterparty shall be obligated to provide additional acceptable collateral, the market 

value of which, together with the market value of all acceptable collateral then held 

in connection with the transaction, at least equals 102 % of the purchase price.  

 

   (iii)  Securities acquired by an insurer in a repurchase 

transaction may not be sold in a reverse repurchase transaction, loaned in a securities 

lending transaction, or ot herwise pledged.  

 

 (o) (1) The reserve investments of a life insurer may include derivative 

transactions under this subsection, whether entered into directly or indirectly 

through an investment subsidiary, under the conditions of paragraphs (2) through (6)  

of this subsection.  

 

  (2) (i)  An insurer may use derivative instruments under this 

subsection to engage in hedging transactions.  

 

   (ii)  Prior to entering into any derivative transaction, the board 

of directors of the insurer shall approve a derivative use plan that:  

 

    1. describes investment objectives and risk 

constraints, such as counterparty exposure amounts and collateral arrangements 

supporting derivative transactions;  

 

    2. defines permissible transactions identifying the 

risks to be hedged, the assets or liabilities being replicated; and  

 

    3. requires compliance with internal control 

procedures that demonstrate the intended hedging characteristics and the ongoing 

effectiveness of the derivative transaction or combination of the transaction s through 

cash flow testing or other appropriate analyses.  
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   (iii)  Whenever the derivative transactions entered into under 

this subsection are not in compliance with this subsection or, if continued, may now 

or subsequently, create a hazardous financial condition to the insurer that affects its 

policyholders, creditors, or the general public, the Commissioner may, after notice 

and an opportunity for a hearing, order the insurer to take any action as may be 

reasonably necessary to:  

 

    1. rectify a hazard ous financial condition; or  

 

    2. prevent an impending hazardous financial condition 

from occurring.  

 

  (3) An insurer may enter into hedging transactions under this 

subsection if, as a result of and after giving effect to the transaction:  

 

   (i)  the aggregate statement value of options, caps, floors, and 

warrants not attached to another financial instrument purchased and used in 

hedging transactions does not exceed 7.5 % of its admitted assets;  

 

   (ii)  the aggregate statement value of options, ca ps, and floors 

written in hedging transactions does not exceed 3 % of its admitted assets; and  

 

   (iii)  the aggregate potential exposure of collars, swaps, 

forwards, and futures used in hedging transactions does not exceed 6.5 % of its 

admitte d assets. 

 

  (4) An insurer shall include all counterparty exposure amounts in 

determining compliance with the limitations of § 5ð507 of this subtitle.  

 

  (5) Each derivative instrument shall be:  

 

   (i)  traded on a securities exchange;  

 

   (ii)  entered into with, or guaranteed by, a business entity;  

 

   (iii)  issued or written by or entered into with the issuer of the 

underlying interest on which the derivative instrument is based; or  

 

   (iv)  in the case of futures, traded through a broker that  is 

registered as a futures commission merchant under the Commodity Exchange Act or 

that has received exemptive relief from registration under Rule 30.10 adopted under 

the Commodity Exchange Act.  
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  (6) Any asset being replicated is subject to all of the p rovisions and 

limitations on the investment as if the replication transaction constituted a direct 

investment by the life insurer in the replicated asset.  

 

 (p) (1) The reserve investments of a life insurer may include money 

market mutual funds as defined by 17 C.F.R. 270.2Að7 under the Investment 

Company Act of 1940 (15 U.S.C. 80að1 et seq.) that may be either of the following:  

 

   (i)  Government Money Market Mutual Fund, which is a 

money market mutual fund that:  

 

    1. invests only in obligat ions issued, guaranteed, or 

insured by the federal government of the United States or collateralized repurchase 

agreements composed of these obligations; and  

 

    2. qualifies for investment without a reserve under the 

purposes and procedures of the Securi ties Valuation Office or any successor 

publication; or  

 

   (ii)  Class One Money Market Mutual Fund, which is a money 

market mutual fund that qualifies for investment using the bond class one reserve 

factor under the purposes and procedures of the Securitie s Valuation Office or any 

successor publication.  

 

  (2) For purposes of determining whether a money market mutual 

fund is to be classified as an equity interest or within this subsection, money market 

funds qualifying for listing within this subsection mus t conform to the purposes and 

procedures of the Securities Valuation Office or any successor publication.  

 

§5ð512. 

 

 (a) A life insurer may allocate to one or more separate investment accounts 

in accordance with a written agreement any amounts p aid to the life insurer that are 

to be invested by the life insurer in accordance with the agreement and applied to the 

purchase of guaranteed income benefits under the life insurer õs individual or group 

policies or annuity contracts or to provide ot her guaranteed benefits incidental to 

those policies or annuity contracts.  

 

 (b) Any income and gains and losses, realized or unrealized, on each 

separate investment account shall be credited to or charged against the amounts 

allocated to the account in ac cordance with the agreement without regard to other 

income, gains, or losses of the life insurer.  
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 (c) (1) Amounts allocated to separate investment accounts and 

accumulations on the accounts may be invested and reinvested in any class of 

investments autho rized under this article as life insurance reserve investments.  

 

  (2) Preferred and common stock investments of amounts allocated to 

separate investment accounts may not be included in applying the 10 % limitations 

on investments under § 5ð511(f) of this subtitle.  

 

  (3) A separate investment account may invest in any investments 

contractually permitted for the separate investment account and specified in a plan 

of operation, and the restrictions, limitations, and other provisions of this article 

relating to investments shall not apply to the investments contained in the separate 

investment account, provided that prior to delivery or issuance for delivery in the 

State, the form of the policy or annuity contract and the plan of operation hav e been 

filed with and approved by the Commissioner.  

 

 (d) Unless a life insurer limits its liability under the guarantee to the 

interest of the contract holder in the investments, a life insurer may not guarantee:  

 

  (1) the value of amounts allocated to a  separate investment account; 

or 

 

  (2) the value of investments of the amounts allocated to the separate 

investment account or the income from the investments.  

 

 (e) (1) A life insurer owns the amounts that the life insurer allocates to 

a separate investm ent account under this section.  

 

  (2) A life insurer may not be or hold itself out to be a trustee of the 

amounts allocated to the separate investment account.  

 

  (3) To the extent provided under the applicable contracts, the part of 

the assets of the separate investment account equal to the reserves and other contract 

liabilities with respect to the account may not be chargeable with liabilities arising 

out of any other business that the insurer may conduct.  

 

 (f) At all times, the investments and liabili ties of each separate investment 

account shall be clearly identifiable and distinguishable on the books of the life 

insurer from other investments and liabilities of the life insurer.  

 

 (g) Unless the Commissioner approves, a life insurer may not transfer by 

sale, exchange, substitution, or otherwise from one investment account to another 

investment account an investment in any separate investment account or in the 

general investment account of the life insurer.  
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 (h) (1) In connection with the allocation o f investments or expenses or in 

any other manner, a life insurer may not discriminate unfairly between:  

 

   (i)  separate investment accounts; or  

 

   (ii)  a separate investment account and the life insurer õs 

general investment account.  

 

  (2) This sub section does not require a life insurer to follow uniform 

investment policies for its accounts.  

 

 (i)  (1) Investments made with respect to separate investment accounts 

shall be valued for the purpose of any valuation required by this article:  

 

   (i)  at th e market value of the investment on the date of the 

valuation; or  

 

   (ii)  if there is no readily available market, in accordance with 

the terms of the written agreement referred to in subsection (a) of this section.  

 

  (2) (i)  If a separate investment acc ount provides a fixed 

guaranteed return that is not subject to market value adjustment, the life insurer 

shall hold assets that equal or exceed the reserve amount that would be required if 

the separate investment account was an obligation of the life insur erõs general 

account. 

 

   (ii)  An asset held under subparagraph (i) of this paragraph 

shall be valued in accordance with §§ 5ð401 and 5ð402 of this title.  

 

§5ð601. 

 

 Except for § 5-602 of this subtitle, this subt itle applies to domestic insurers 

other than life insurers.  

 

§5ð602. 

 

 (a) For the purposes of this section, the domicile in the United States of an 

alien insurer, other than an insurer formed under the laws of Canada, is deemed to 

be the state where the alien insurer maintains its largest deposit of trusteed assets.  

 

 (b) The investment portfolio of a foreign insurer or alien insurer, other than 

a life insurer, shall be:  
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  (1) as allowed by the laws of its domicile; and  

 

  (2) of a quality subs tantially as high as that required under this 

subtitle for similar funds of like domestic insurers.  

 

 (c) The Commissioner may deny or refuse to renew a certificate of authority 

to a foreign insurer or alien insurer if:  

 

  (1) the foreign insurer or alien insurer has investments in one person 

in excess of the limit provided in § 5-606 of this subtitle; or  

 

  (2) the Commissioner finds that its investments do not comply in 

substance with the investment requirements and limitations of this subtitle for 

domestic insurers transacting the same kind of insurance business.  

 

§5ð603. 

 

 (a) The eligibility of an investment shall be determined as of the date of the 

making or acquisition of the investment.  

 

 (b) An investment limitation that is based on the amount of assets or 

particular funds of an insurer shall relate to the assets or funds as shown by:  

 

  (1) the annual statement of the insurer as of the December 31 

immediately preceding the date of acquisition of the investment by the insurer; or  

 

  (2) a current financial statement of the insurer filed with the 

Commissioner that reflects the result of merger or consolidation with another 

insurer, bulk reinsurance, or change in capitalization.  

 

§5ð604. 

 

 (a) An insurer may not make an invest ment or loan unless the investment 

or loan is authorized by:  

 

  (1) the board of directors of the insurer; or  

 

  (2) a committee authorized by the board of directors of the insurer to 

supervise or make investments and loans.  

 

 (b) The committee described i n subsection (a)(2) of this section shall:  

 

  (1) record its minutes; and  
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  (2) submit regular reports of the committee to the board of directors.  

 

§5ð605. 

 

 (a) In addition to investments otherwise excluded under this article, an 

insurer may n ot directly or indirectly invest in or lend its funds on security of:  

 

  (1) obligations, stock, or other securities of a corporation, association, 

or other business unit that is insolvent at the time of the acquisition or loan, except 

securities eligible for investment under § 5-608 of this subtitle;  

 

  (2) a mortgage or deed of trust, or real property or an interest in real 

property, that does not come within the class of investments specified in § 5-608 (j), 

(k), (l), and (m) of this subtitle;  

 

  (3) the capital stock of the insurer;  

 

  (4) stocks, bonds, or other securities issued by a corporation, other 

than an insurer, if a majority of the stock having voting powers of the issuing 

corporation is owned directly or indirectly by or for the bene fit of one or more officers 

or directors of the insurer; or  

 

  (5) an investment that the Commissioner finds is against public 

policy or designed to evade a prohibition of this section.  

 

 (b) (1) An insurer may not directly or indirectly invest in or lend its 

funds on security of stocks, bonds, or other securities issued by a corporation, if a 

majority of the outstanding stock of the corporation, or a majority of the stock having 

voting powers of the corporation, is or will be after the acquisition directly  or 

indirectly owned:  

 

   (i)  by the insurer or by or through one or more of the insurer õs 

officers or directors holding the stock for the benefit of the insurer or its stockholders;  

 

   (ii)  by a parent corporation or subsidiary of the insurer, the 

parent corporation, or subsidiary of the parent corporation; or  

 

   (iii)  by any combination of the insurer, its parent corporation, 

its subsidiaries, or its stockholders.  

 

  (2) Paragraph (1) of this subsection does not prevent an investment 

in:  
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   (i)  the stock, bonds, or other securities of a corporation 

organized exclusively to hold and operate real estate acquired by the insurer, in 

accordance with and subject to § 5-608 of this subtitle;  

 

   (ii)  the stock of another insurer; or  

 

   (iii)  the st ocks, bonds, or other securities of a corporation that 

is engaged exclusively in a kind of business properly incidental to the insurance 

business of the insurer, including an investment in the securities of a corporation that 

is engaged in the financing of  insurance premiums or in another incidental business 

and in the business of holding and operating real estate.  

 

 (c) (1) An insurer may not directly or indirectly invest in or lend its 

funds on security of stocks, shares, bonds, or obligations of a person  or governmental 

or business unit of or in a foreign country or subdivision of a foreign country, unless 

the foreign investments conform substantially with the limitations imposed by this 

section on like domestic investments.  

 

  (2) The aggregate amount of  foreign investments held by an insurer 

under paragraph (1) of this subsection and under § 5-608(o) and (p) of this subtitle 

may not exceed the greater of:  

 

   (i)  10% of the insurer õs total admitted assets;  

 

   (ii)  one and one-half time s the amount of the insurer õs reserves 

and other obligations under the insurance contracts or reinsurance contracts in that 

country; and  

 

   (iii)  the amount necessary to enable the insurer to transact 

insurance business in the foreign country, direc tly or through a subsidiary 

corporation.  

 

§5ð606. 

 

 (a) (1) Except as otherwise specifically provided in this subtitle, an 

insurer may not have more than 10 % of its total admitted assets invested in or lent 

on the securities of one person . 

 

  (2) Paragraph (1) of this subsection does not apply to:  

 

   (i)  the classes of governmental obligations eligible for 

minimum capital investments of the insurer, including those obligations eligible 

under § 5-608(l) of this subtitle; or  
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   (ii)  investments in stock of other insurers.  

 

 (b) An insurer may not acquire the kind of real property specified in § 5-

608(n)(1)(i) and (ii) of this subtitle if the value of the real property, plus the value of 

all of the real property then held by the in surer, exceeds 10% of the insurer õs total 

admitted assets.  

 

§5ð607. 

 

 (a) Before investing in other classes of securities or types of investments, 

each insurer shall invest its funds in securities of the classes described in subsect ion 

(b) of this section in an amount equal in value to the minimum capital stock and 

surplus required of a domestic stock insurer authorized to transact the same kind of 

insurance business.  

 

 (b) (1) Subject to paragraph (2) of this subsection, the investm ents 

required by subsection (a) of this section may be made only in the following classes of 

securities:  

 

   (i)  bonds or other evidences of indebtedness of the United 

States or an agency of the United States if the obligation is guaranteed as to principal  

and interest by the United States;  

 

   (ii)  bonds or other evidences of indebtedness that are direct 

obligations of the State or of a county, district, or municipal corporation of the State;  

 

   (iii)  bonds or other evidences of indebtedness that are dire ct 

obligations of another state;  

 

   (iv)  mortgage loans or deeds of trust, as specified in § 5-608(j) 

and (k) of this subtitle, on property located in the State; or  

 

   (v) ground rents as specified in § 5-608(m) of this subtitle.  

 

  (2) At leas t 60% of the total amount of the required minimum 

investments must consist of the classes of securities specified in paragraph (1)(i) and 

(ii) of this subsection.  

 

 (c) An insurer shall maintain the minimum investments required by 

subsection (a) of this section free and clear from any lien or pledge, other than as 

impressed on:  

 

  (1) a deposit with any government in the United States; or  
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  (2) trusteed assets held in trust for the security of the insurer õs 

policyholders and creditors.  

 

 (d) (1) After satisfying the minimum investment requirements of 

subsection (a) of this section, an insurer shall invest, or otherwise acquire or loan on, 

additional funds to bring its investments up to an amount not less than 50 % of the 

aggregate amount of its unearned premium and loss reserves, in cash or the classes 

of reserve investments authorized under § 5-608 of this subtitle.  

 

  (2) An insurer shall maintain the investments required by this 

subsection free from any lien or pledge, other than a  deposit of securities, cash, or 

trusteed assets held by a state for the benefit or protection of all or any class of the 

policyholders and creditors of the insurer.  

 

  (3) Except for real property acquired under § 5-608(n) of this subtitle, 

a securit y or investment is not eligible for acquisition as a reserve investment unless:  

 

   (i)  the security or investment is interest -bearing, interest -

accruing, or dividend or income -paying;  

 

   (ii)  the security or investment is not then in default in any 

respect; and  

 

   (iii)  the insurer is entitled to the interest or income accruing on 

the security or investment.  

 

 (e) After satisfying the minimum investment requirements of this subtitle, 

an insurer may invest any part of the remainder of the insurer õs funds in, or otherwise 

acquire or loan, any of the classes of investments eligible under § 5-608 of this subtitle 

or in other investments that are not prohibited by this subtitle.  

 

§5ð608. 

 

 (a) (1) In this section the following words have the meanings indicated.  

 

  (2) òDollar roll transaction ó means two simultaneous transactions 

with different settlement dates no more than 96 days apart, so that in the transaction 

with the earlier settlement date, an insurer sells to a business  entity, and in the other 

transaction the insurer is obligated to purchase from the same business entity, 

substantially similar securities of the following types:  

 

   (i)  assetðbacked securities issued, assumed, or guaranteed by 

the Government Nation al Mortgage Association, the Federal National Mortgage 
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Association, or the Federal Home Loan Mortgage Corporation or their respective 

successors; and 

 

   (ii)  other assetðbacked securities referred to in Section 106 of 

Title I of the Secondary Mortga ge Market Enhancement Act of 1984 (15 U.S.C. § 77rð

1), as amended. 

 

  (3) òFixed chargesó include:  

 

   (i)  interest on funded and unfunded debt amortization of debt 

discount; and  

 

   (ii)  rentals for leased properties.  

 

  (4) òInstitution ó includes a corporation, joint stock association, 

business trust, and statutory trust.  

 

  (5) òNet earnings available for fixed charges ó means net income after 

deducting operating and maintenance expenses, taxes other than fed eral and state 

income taxes, depreciation, and depletion, and excluding extraordinary nonrecurring 

items or income or expense appearing in the regular financial statements of the 

issuing, assuming, or guaranteeing institutions.  

 

  (6) òObligation ó includes bonds, debentures, notes, or other evidences 

of indebtedness.  

 

  (7) òRepurchase transaction ó means a transaction in which an 

insurer purchases securities from a business entity that is obligated to repurchase 

the purchased securit ies or equivalent securities from the business entity at a 

specified price, either within a specified period of time or on demand.  

 

  (8) òReverse repurchase transaction ó means a transaction in which 

an insurer sells securities to a business en tity and is obligated to repurchase the sold 

securities or equivalent securities from the business entity at a specified price, either 

within a specified period of time or on demand.  

 

  (9) òSecurities lending transaction ó means a transaction i n which 

securities are loaned by an insurer to a business entity that is obligated to return the 

loaned securities or equivalent securities to the insurer, either within a specified 

period of time or on demand.  

 

 (b) (1) (i)  If net earnings are determined by relying on consolidated 

earnings statements of parent and subsidiary institutions:  
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    1. the net earnings shall be determined after providing 

for the income taxes of subsidiaries and making proper allowance for any minority 

stock interest; and  

 

    2. except as otherwise provided in subparagraph (ii) of 

this paragraph, the required coverage of fixed charges shall be computed on a basis 

that includes fixed charges and preferred dividends of subsidiaries other than those 

payable by the subsidiaries to th e parent corporation or to other subsidiaries.  

 

   (ii)  If the minority common stock interest in the subsidiary 

corporation is substantial, the fixed charges and preferred dividends may be 

apportioned in accordance with regulations adopted by the Commissio ner.  

 

  (2) (i)  This paragraph applies to an issuing, assuming, or 

guaranteeing institution, whether or not in legal existence during the entire 5 ðyear 

period immediately preceding the date of investment by the insurer, that has at any 

time during th e 5ðyear period acquired the assets of another institution substantially 

as an entirety by purchase, merger, consolidation, or otherwise, or has been 

reorganized pursuant to bankruptcy law.  

 

   (ii)  In applying the earnings tests under this section, the 

earnings of the predecessor, constituent, or reorganized institution available for 

interest and dividends for the part of the period that preceded the acquisition or 

reorganization may be included in the earnings of the issuing, assuming, or 

guaranteei ng institution for the part of the period determined in accordance with 

adjusted or pro forma consolidated earnings statements covering that part of the 

period and giving effect to all stock outstanding and all fixed charges existing 

immediately after the acquisition or reorganization.  

 

 (c) The reserve investments of an insurer shall consist of the classes of 

assets set forth in this section, subject to any limit set for each type or class of asset.  

 

 (d) (1) The reserve investments of an insurer may inclu de: 

 

   (i)  subject to paragraph (2) of this subsection, obligations 

issued or guaranteed by the African Development Bank, Asian Development Bank, 

International Bank for Reconstruction and Development, or International Finance 

Corporation; and  

 

   (ii)  bonds or other evidences of indebtedness that:  

 

    1. are not in default as to principal or interest;  
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    2. are valid and legally authorized obligations issued, 

assumed, or guaranteed by the United States, a state, a county, city, town, village, 

municipali ty, district, or political subdivision of a state, or a civil division or public 

instrumentality of any of these entities;  

 

    3. by applicable statutory or other legal requirements, 

are payable, as to both principal and interest, from taxes levied or by law required to 

be levied on all taxable property or all taxable income within the jurisdiction of the 

governmental unit or from adequate special revenues pledged or otherwise 

appropriated or by law required to be provided for the purpose of the payment of  

obligations; and  

 

    4. are not payable solely out of special assessments on 

properties benefited by local improvements.  

 

  (2) An insurer may not invest more than 5 % of its total admitted 

assets in obligations of the African Development Bank, Asi an Development Bank, 

International Bank for Reconstruction and Development, or International Finance 

Corporation.  

 

 (e) (1) This subsection does not apply to obligations eligible for 

investment under subsection (j), (k), or (l) of this section.  

 

  (2) The reserve investments of an insurer may include obligations 

that are not in default as to principal or interest, that are issued, assumed, or 

guaranteed by a solvent institution created or existing under the laws of the United 

States or a state, and that qua lify under any of the following items:  

 

   (i)  subject to paragraph (3) of this subsection, the obligations 

are secured by adequate collateral security and bear fixed interest, and, during each 

of any 3, including either of the last 2, of the 5 fiscal year s immediately preceding the 

date of acquisition by the insurer, the net earnings available for fixed charges of the 

issuing, assuming, or guaranteeing institution must have been not less than one and 

oneðquarter times the total of the institution õs fixed charges for the year;  

 

   (ii)  subject to paragraph (3) of this subsection, the obligations, 

at the date of acquisition by the insurer, are adequately secured and have investment 

qualities and characteristics in which speculative elements are no t predominant;  

 

   (iii)  the obligations bear fixed interest and are other than those 

described in item (i) of this paragraph, and the net earnings available for fixed 

charges of the issuing, assuming, or guaranteeing institution:  
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    1. for a period of 5  fiscal years immediately preceding 

the date of acquisition by the insurer, must have averaged each year not less than 

one and oneðhalf times the institution õs average annual fixed charges applicable to 

the period; and  

 

    2. during the last y ear of the 5ðyear period, must have 

been not less than one and oneðhalf times the institution õs fixed charges for the year;  

or 

 

   (iv)  the obligations are adjustment, income, or other contingent 

interest obligations, and the net earnings  available for fixed charges of the issuing, 

assuming, or guaranteeing institution for a period of 5 fiscal years immediately 

preceding the date of acquisition by the insurer:  

 

    1. must have averaged each year not less than one and 

oneðhalf times the sum of the institution õs average annual fixed charges plus the 

institution õs average annual maximum contingent interest applicable to the period; 

and 

 

    2. during each of the last 2 years of the 5 ðyear period, 

must have been not les s than one and oneðhalf times the sum of the institution õs fixed 

charges plus maximum contingent interest for the year.  

 

  (3) To determine the adequacy of collateral security for purposes of 

paragraph (2)(i) or (ii) of this subsection not more  than oneðthird of the total value of 

the required collateral may include stock other than stock meeting the requirements 

of subsection (f) of this section.  

 

 (f) (1) In this subsection, òpreferred dividends requirement ó means 

cumulative or noncumulative dividends whether paid or unpaid.  

 

  (2) The reserve investments of an insurer may include preferred or 

guaranteed stock of a solvent institution, created or existing under the laws of the 

United States or a state, if:  

 

   (i)  all prior ob ligations, and prior preferred stock, if any, of the 

institution at the date of acquisition by the insurer are eligible as investments under 

this article;  

 

   (ii)  for preferred stock:  

 

    1. the net earnings of the institution available for fixed 

charges for a period of 5 fiscal years immediately preceding the date of acquisition by 

the insurer must have averaged each year not less than one and one ðhalf times the 
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sum of any average annual fixed charges, any average annual maximum contingent 

interest , and the average annual preferred dividend requirement applicable to the 

period; and  

 

    2. during either of the last 2 years of the 5 ðyear period, 

the net earnings must have been not less than one and one ðhalf times the sum of the 

institutio nõs fixed charges, contingent interest, and preferred dividend requirement 

for the year; and  

 

   (iii)  for guaranteed stock, the assuming or guaranteeing 

institution meets the requirements of subsection (e)(2)(iii) of this section construed to 

includ e as a fixed charge the amounts of guaranteed dividends of the issue or the 

rental covering the guarantee of the dividends.  

 

 (g) The reserve investments of an insurer may include certificates, notes, or 

other obligations, adequately secured as to principa l and interest, issued by trustees 

or receivers of an institution created or existing under the laws of the United States 

or a state, that, or the assets of which, are being administered under the direction of 

a court having jurisdiction.  

 

 (h) The reserve investments of an insurer may include equipment trust 

obligations or certificates that are adequately secured or other adequately secured 

instruments that evidence:  

 

  (1) an interest in transportation equipment located wholly or partly 

in the United Stat es; and 

 

  (2) a right to receive determined parts of rental, purchase, or other 

fixed obligatory payments for the use or purchase of the transportation equipment.  

 

 (i)  The reserve investments of an insurer may include bank and bankers õ 

acceptance and other bills of exchange of the kind and maturities made eligible by 

law for purchase in the open market by federal reserve banks.  

 

 (j) (1) This subsection does not apply to obligations eligible for 

investment under subsection (e) of this section.  

 

  (2) (i)  The reserve investments of an insurer may include bonds 

or evidences of indebtedness that are secured by first mortgages or deeds of trust on 

unencumbered feeðsimple or improved leasehold real property located in the United 

States. 

 

   (ii)  For  purposes of subparagraph (i) of this paragraph, real 

property is not considered encumbered because of:  
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    1. the existence of instruments reserving mineral, oil, 

or timber rights, rights ðofðway, sewer rights, or rights in walls;  

 

    2. lien s for taxes or assessments not yet due;  

 

    3. building restrictions or other restrictive covenants; 

or 

 

    4. leases on the real property under which rents or 

profits are reserved to the owner if the security for the loan is a first lien on the real 

property and if there is no condition or right of reentry or forfeiture under which the 

lien may be cut off, subordinated, or otherwise disturbed.  

 

  (3) At the time of investment by the insurer, a mortgage loan made 

or acquired by an insurer on any one prope rty may not exceed 80 % of the value of the 

real property securing the loan.  

 

  (4) A mortgage loan may not be made or acquired by an insurer 

unless an appraisal is made by an appraiser for the purpose of the investment.  

 

  (5) A mortgage loan made o r acquired by an insurer that is a 

participation or a part of a series of issue secured by the same mortgage or deed of 

trust is not a lawful investment under this subsection unless:  

 

   (i)  the entire series or issue that is secured by the same 

mortgage or deed of trust is held by the insurer; or  

 

   (ii)  the insurer holds a pari passu participation interest in the 

mortgage or deed of trust and has the rights of a first mortgagee.  

 

  (6) Except as otherwise provided in this section, an insurer may not 

invest in or loan on the security of any one property more than the greater of $25,000 

or 2% of its total admitted assets.  

 

  (7) The total investments of an insurer in the kinds of investments 

allowed under this paragraph may not exceed 40 % of i ts total admitted assets.  

 

 (k)  The reserve investments of an insurer may include purchase ðmoney 

mortgages or like securities received by the insurer on the sale or exchange of real 

property acquired under subsection (n) of this section.  

 

 (l)  (1) The reserve investments of an insurer may include bonds, notes, 

or other evidences of indebtedness secured by mortgages or deeds of trust that are 
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guaranteed or insured by an instrumentality of the United States under the National 

Housing Act, Servicemen õs Readjustment Act of 1944, or Bankhead ðJones Farm 

Tenant Act.  

 

  (2) The limitations of this section or any other law of the State that 

require security on a loan, prescribe the nature, amount, or form of security on a loan, 

or limit the interest  rate on a loan do not apply to these insured or guaranteed 

mortgage loans.  

 

 (m) (1) Subject to paragraphs (2) and (3) of this subsection, the reserve 

investments of an insurer may include ground rents in any state.  

 

  (2) For unexpired redeemable ground rents, any premium paid must 

be amortized over the period between the date of acquisition and redemption date.  

 

  (3) For expired redeemable ground rents, any premium paid must be 

charged off when acquired.  

 

  (4) An insurer shall carry redeemable ground r ents purchased at a 

discount at an amount not greater than the cost of acquisition.  

 

 (n) (1) The reserve investments of an insurer may include real estate 

only if the real estate:  

 

   (i)  consists of the land and the building on the land in which 

the insu rer has its principal office;  

 

   (ii)  is necessary for the insurer õs convenient accommodation in 

transacting business;  

 

   (iii)  is acquired to satisfy loans, mortgages, liens, judgments, 

decrees, or other debts previously owed to the insurer in the  course of business; 

 

   (iv)  is acquired as partial payment of the consideration for the 

sale of real property owned by the insurer if the transaction causes a net reduction in 

the investment of the insurer in real property; or  

 

   (v) is additional real property and equipment incident to real 

property that is necessary or convenient to enhance the market value of real property 

previously acquired or held by the insurer under item (iii) or (iv) of this paragraph.  

 

  (2) Unless the Commissioner certifies th at the interests of the 

insurer will suffer materially by a forced sale of the real property and the 

Commissioner extends the time for disposal of the real property in the certificate:  
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   (i)  real property acquired under paragraph (1)(i) and (ii) of 

this subsection must be disposed of within 5 years after the real property ceases to be 

necessary for the convenient accommodation of the insurer in transacting business; 

and 

 

   (ii)  real property acquired under paragraph (1)(iii) and (iv) of 

this subsection m ust be disposed of within 5 years after the date of acquisition.  

 

  (3) An insurer may not acquire real property under paragraph (1)(i), 

(ii), or (iv) or (2) of this subsection except with the approval of the Commissioner.  

 

 (o) An insurer may invest in or  otherwise acquire or loan on Canadian 

securities and investments that are substantially of the same kinds, classes, and 

investment grades as those eligible for investment under this subtitle.  

 

 (p) (1) Subject to paragraph (2) of this subsection, an insur er that is 

authorized to do business in a foreign country or possession of the United States or 

that has outstanding insurance contracts or reinsurance contracts on risks located in 

a foreign country or possession of the United States may invest in or othe rwise 

acquire or loan on securities and investments in the foreign country or possession 

that are substantially of the same kinds, classes, and investment grades as those 

eligible for investment under this subtitle.  

 

  (2) The aggregate amount of the inves tments made under paragraph 

(1) of this subsection and of the currency of the foreign country or possession held by 

the insurer may not exceed one and one ðhalf times the greater of:  

 

   (i)  the amount of the reserves of the insurer and other 

obligati ons under any outstanding insurance contracts or reinsurance contracts in 

that country or possession; and  

 

   (ii)  the amount that the insurer is required by law to invest in 

that country or possession.  

 

 (q) The reserve investments of an insurer may inclu de stocks or debentures 

or both of a housing authority organized under the public housing law of the State, to 

the extent and on the conditions that the Commissioner authorizes, if all of the stock 

of the housing authority has been or will be originally is sued to one or more insurers.  

 

 (r)  The reserve investments of an insurer may include shares or deposits in 

a savings and loan association or building and loan association to the extent that the 

investment or account is insured by the Federal Deposit Insur ance Corporation.  
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 (s) (1) Subject to paragraph (2) of this subsection, the reserve 

investments of an insurer may include dividend ðpaying common stock of a 

corporation created or existing under the laws of the United States, Canada, a state, 

or a pr ovince of Canada. 

 

  (2) To the extent necessary to satisfy the reserve requirements of this 

subtitle, an insurer may not have more than:  

 

   (i)  10% of its total admitted assets in preferred stock under 

subsection (f) of this section;  

 

   (ii)  10% of its total admitted assets in common stock under this 

subsection; or  

 

   (iii)  5% of its total admitted assets in the stock of any one 

corporation.  

 

 (t)  (1) The reserve investments of an insurer may include securities 

lending, repurchase, reverse repurchase, and dollar roll transactions with business 

entities, subject to the requirements of paragraphs (2) through (9) of this subsection.  

 

  (2) (i)  The insurer õs board of directors shall adopt a written plan 

that specifies guidelines an d objectives to be followed, such as:  

 

    1. a description of how cash received will be invested or 

used for general corporate purposes of the insurer;  

 

    2. operational procedures to manage interest rate risk, 

counterparty default risk, the conditions under which proceeds from reverse 

repurchase transactions may be used in the ordinary course of business, and the use 

of acceptable collateral in a manner that reflects the liquidity needs of the 

transaction; and  

 

    3. the extent to which the insurer may  engage in these 

transactions.  

 

   (ii)  The insurer shall file with the Commissioner the written 

plan including all changes and amendments to the written plan for use in the State 

on or before the date the plan becomes effective.  

 

  (3) (i)  The insurer sha ll enter into a written agreement for all 

transactions authorized under this subsection other than dollar roll transactions.  
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   (ii)  The written agreement shall require that each transaction 

terminate no more than 1 year from its inception or on the earli er demand of the 

insurer.  

 

   (iii)  The agreement shall be with the business entity 

counterparty, but for securities lending transactions, the agreement may be with an 

agent acting on behalf of the insurer, if the agent is a qualified business entity, and 

if the agreement:  

 

    1. requires the agent to enter into separate agreements 

with each counterparty that are consistent with the requirements of this section; and  

 

    2. prohibits securities lending transactions under the 

agreement with the agent or its  affiliates.  

 

  (4) (i)  Cash received in a transaction under this subsection shall 

be invested in accordance with this subtitle and in a manner that recognizes the 

liquidity needs of the transaction or used by the insurer for its general corporate 

purposes. 

 

   (ii)  For so long as the transaction remains outstanding, the 

insurer, its agent, or its custodian shall maintain, as to acceptable collateral received 

in a transaction under this subsection, either physically or through the book entry 

systems of the Federal Reserve, Depository Trust Company, Participants Trust 

Company, or other securities depositories approved by the Commissioner:  

 

    1. possession of the acceptable collateral;  

 

    2. a perfected security interest in the acceptable 

collateral; or  

 

    3. in the case of a jurisdiction outside the United 

States, title to, or rights of a secured creditor to, the acceptable collateral.  

 

  (5) (i)  The limitations of § 5ð606(a) of this subtitle do not apply to 

the business entity counterparty ex posure created by transactions under this 

subsection. 

 

   (ii)  For purposes of calculations made to determine compliance 

with this subsection, no effect will be given to the insurer õs future obligation to resell 

securities, in the case of a repurchas e transaction, or to repurchase securities, in the 

case of a reverse repurchase transaction.  
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   (iii)  An insurer may not enter into a transaction under this 

subsection if, as a result of and after giving effect to the transaction:  

 

    1. A. the aggregate  amount of securities then 

loaned, sold to, or purchased from any one business entity counterparty under this 

subsection would exceed 5% of its admitted assets; and  

 

    B. in calculating the amount sold to or purchased from 

a business entity counte rparty under repurchase or reverse repurchase transactions, 

effect may be given to netting provisions under a master written agreement; or  

 

    2. the aggregate amount of all securities then loaned, 

sold to, or purchased from all business entities under th is subsection would exceed 

40% of its admitted assets.  

 

  (6) (i)  In a securities lending transaction, the insurer shall 

receive acceptable collateral having a market value as of the transaction date at least 

equal to 102 % of the market value  of the securities loaned by the insurer in the 

transaction as of that date.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less than the market value of the loaned securities, the business entity 

counterparty shall be obligated t o deliver additional acceptable collateral, the market 

value of which, together with the market value of all acceptable collateral then held 

in connection with the transaction, at least equals 102 % of the market value of the 

loaned securities.  

 

  (7) (i)  In a reverse repurchase transaction, other than a dollar roll 

transaction, the insurer shall receive acceptable collateral having a market value as 

of the transaction date at least equal to 95 % of the market value of the securities 

transferred  by the insurer in the transaction as of that date.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less than 95 % of the market value of the securities so transferred, the business 

entity counterparty shall be obligated to d eliver additional acceptable collateral, the 

market value of which, together with the market value of all acceptable collateral 

then held in connection with the transaction, at least equals 95 % of the market value 

of the transferred securities.  

 

  (8) In a dollar roll transaction, the insurer shall receive cash in an 

amount at least equal to the market value of the securities transferred by the insurer 

in the transaction as of the transaction date.  
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  (9) (i)  In a repurchase transaction, the insurer shall receive as 

acceptable collateral transferred securities having a market value at least equal to 

102% of the purchase price paid by the insurer for the securities.  

 

   (ii)  If at any time the market value of the acceptable collateral 

is less th an 100% of the purchase price paid by the insurer, the business entity 

counterparty shall be obligated to provide additional acceptable collateral, the market 

value of which, together with the market value of all acceptable collateral then held 

in connection with the transaction, at least equals 102 % of the purchase price.  

 

   (iii)  Securities acquired by an insurer in a repurchase 

transaction may not be sold in a reverse repurchase transaction, loaned in a securities 

lending transaction, or o therwise pledged.  

 

  (10) The provisions of this subsection that apply to insurers also apply 

to health maintenance organizations.  

 

 (u) The reserve investments of an insurer may include any other 

investments not otherwise prohibited by this subtitle if:  

 

  (1) the aggregate amount of the investments made under this 

subsection does not exceed 4% of the amount of the admitted assets of the insurer at 

the end of the previous year; and  

 

  (2) the investment does not violate any limitations on allowed 

in vestments under this section.  

 

§5ð609. 

 

 (a) Each insurer shall dispose of any investments acquired in violation of 

the law in force on the date of acquisition of the investment.  

 

 (b) In any determination of the financial condition of an insure r with 

investments acquired in violation of the law, the amount of the value of investments, 

if wholly ineligible, or the amount of the value of the investments in excess of any 

limitation prescribed by this subtitle, shall be deducted as a nonadmitted ass et of the 

insurer.  

 

§5ð701. 

 

 (a) When made through the Commissioner by insurers or health 

maintenance organizations, the Treasurer shall accept and hold in trust:  
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  (1) deposits required under this article for a certificate of authority 

to engage in the insurance business in the State;  

 

  (2) deposits required under § 19-710(d)(3) of   the Health - General 

Article for a certificate of authority to operate as a health maintenance organization;  

 

  (3) deposits of domestic insurers,  foreign insurers, or alien insurers 

required under the laws of another state, province, or country as a prerequisite for 

authority to engage in the insurance business in the other state, province, or country;  

 

  (4) deposits allowed under § 5-704 of this subtitle; and  

 

  (5) deposits required under Title 6, Subtitle 3 of this article.  

 

 (b) Deposits made under subsection (a) of this section shall be in any 

combination of:  

 

  (1) cash; or 

 

  (2) the government securities described in § 5-510(b) or § 5-

607(b)(1)(i), (ii), or (iii) of this title, as approved by the Treasurer.  

 

 (c) Deposits of government securities shall be registered, both as to 

principal and interest, in the name of the Treasurer as trustee.  

 

§5ð702. 

 

 (a) (1) With the consent of the Commissioner, the Treasurer may require 

an insurer to make deposits of cash or government securities of the kinds described 

in § 5-701(a) of this subtitle with a depository that the Treasurer designates to receive 

and hold the depos its.  

 

  (2) The Treasurer may designate as a depository any solvent trust 

company or other solvent financial institution that has trust powers and is domiciled 

in the State.  

 

  (3) The Treasurer may make an appropriate agreement with a 

depository to ensure  the receipt, safekeeping, and release of the cash or government 

securities deposited under this section.  

 

  (4) A deposit made under this section shall be held at the expense of 

the insurer.  
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 (b) The State is responsible for the safekeeping and return of  all cash and 

government securities deposited under this section.  

 

§5ð703. 

 

 Deposits made under this subtitle shall be held for the following purposes:  

 

   (1) deposits required under this article for a certificate of authority 

to engage in the  insurance business in the State shall be held for the protection of the 

insurer õs policyholders and creditors;  

 

  (2) deposits required under § 19-710(d)(3) of   the Health - General 

Article for a certificate of authority to operate a s a health maintenance organization 

shall be held for the protection of the health maintenance organization õs members 

and creditors;  

 

  (3) deposits of domestic insurers required under the laws of another 

state, province, or country as a prerequisite  for authority to engage in the insurance 

business in the other state, province, or country shall be held for the protection of the 

insurer õs policyholders and creditors or for any other purpose specified in the laws 

requiring the deposits to be made ; 

 

  (4) deposits allowed under § 5-704 of this subtitle shall be held for 

the protection of the insurer õs policyholders and creditors; and  

 

  (5) deposits required under Title 6, Subtitle 3 of this article shall be 

held for the purposes specifi ed in the notice of the Commissioner requiring the 

deposits to be made. 

 

§5ð704. 

 

 (a) An insurer may deposit cash or government securities eligible for 

deposit under § 5-701(b) of this subtitle in an amount greater than any deposit 

require d or allowed under this article.  

 

 (b) (1) All or part of an excess deposit may be released to a solvent 

insurer on its request as provided in § 5-708(a)(2) of this subtitle.  

 

  (2) An excess deposit may be released to an insolvent insurer only as 

provided in § 5-708(a)(3) of this subtitle.  

 

§5ð705. 
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 An insurer shall deposit promptly additional cash or other or additional 

government securities eligible for deposit under § 5-701(b) of this subtitle in an 

amount sufficient to cure a ny deficiency if:  

 

   (1) the cash or government securities deposited by the insurer and 

held on deposit under this subtitle become ineligible for deposit under § 5-701(b) of 

this subtitle; or  

 

  (2) the market value of the deposited cash and governme nt securities 

falls below the amount required under this article.  

 

§5ð706. 

 

 (a) A judgment creditor or other claimant of an insurer may not levy on any 

of the cash or government securities held on deposit under this subtitle for the 

protection of the insurer õs policyholders and creditors.  

 

 (b) A judgment creditor or other claimant of an insurer may levy on a 

deposit required under Title 6, Subtitle 3 of this article if allowed by the notice of the 

Commissioner requiring the deposit to be made. 

 

§5ð707. 

 

 While an insurer is solvent and complies with this article, the insurer may:  

 

   (1) demand, receive, sue for, and recover the income from the cash 

and government securities deposited by the insurer under this subtitle;  

 

  (2) substitute for any of the deposited cash or government securities, 

cash or government securities eligible for deposit under § 5-701(b) of this subtitle of 

equivalent or greater value; and  

 

  (3) inspect, at reasonable times, any deposit made by the ins urer 

under this subtitle.  

 

§5ð708. 

 

 (a) A deposit made by an insurer under this subtitle shall be released and 

returned:  

 

  (1) to the insurer when substantially all liability of the insurer that 

the deposit secures is extinguished by authorize d reinsurance or otherwise;  
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  (2) to the insurer, if solvent, to the extent that the deposit exceeds 

the amount required to be deposited under this article; or  

 

  (3) on order of a court of competent jurisdiction, to the receiver, 

conservator, rehabilitat or, or liquidator of the insurer, or to any other properly 

designated official who succeeds to the management and control of the insurer õs 

assets. 

 

 (b) Except for a release made under subsection (a)(3) of this section, a 

release of deposited cash or government securities may be made only on application 

to and written order of the Commissioner.  

 

 (c) If the release is made in good faith, the Commissioner is not personally 

liable for the release of any deposit or part of a deposit.  

 

§5ð709. 

 

 (a) On completion of a merger or consolidation, an insurer that merges or 

consolidates with another insurer may:  

 

  (1) transfer to the successor insurer any deposit made by the merged 

or consolidated insurer under this subtitle; or  

 

  (2) have released to the successor insurer all or part of a deposit made 

by the merged or consolidated insurer under this subtitle that is no longer required 

of the successor insurer under this article.  

 

 (b) A transfer or release of a deposit under this section may be made  only:  

 

  (1) with the approval of the Commissioner; and  

 

  (2) on affidavit of the officers of the merged or consolidated insurer 

and the successor insurer that the liabilities of the merged or consolidated insurer 

have been extinguished, canceled, or rei nsured.  

 

§5ð801. 

 

 In this subtitle, òtrusteed assetsó means assets deposited in trust by an alien 

insurer in accordance with this subtitle.  

 

§5ð802. 

 

 This subtitle applies to each alien insurer that desires to use Maryla nd as a 

state of entry to transact insurance business in the United States.  
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§5ð803. 

 

 (a) An alien insurer may use Maryland as a state of entry to transact 

insurance business in the United States if the alien insurer makes and maintains in 

Mary land a deposit of assets in trust with a solvent bank or trust company approved 

by the Commissioner.  

 

 (b) The deposit of trusteed assets shall be held for the benefit, security, and 

protection of the policyholders and creditors of the alien insurer in the  United States.  

 

 (c) The deposit of trusteed assets, together with other trust deposits of the 

alien insurer held in the United States for the same purpose, may not be less than 

the deposits required of an alien insurer under § 4-106(c) of this artic le. 

 

 (d) The deposit of trusteed assets shall consist of cash, securities of the same 

character and diversification as those eligible for investment of the funds of domestic 

insurers under Subtitle 5 or 6 of this title, or both cash and securities.  

 

 (e) The deposit of trusteed assets shall be maintained as long as any 

liability of the alien insurer arising out of the transaction of its insurance business in 

the United States is outstanding.  

 

§5ð804. 

 

 (a) (1) A deposit of trusteed assets shall be made under a written trust 

agreement between the alien insurer and the trustee in accordance with this subtitle.  

 

  (2) The deposit of trusteed assets shall be authenticated in the 

manner approved by the Commissioner.  

 

 (b) Whether or not then authorize d to transact insurance business in 

Maryland, an alien insurer that uses or proposes to use Maryland as a state of entry 

to transact insurance business in the United States may make and execute the trust 

agreement required by this subtitle.  

 

 (c) (1) The t rust agreement is not effective until filed with and approved 

in writing by the Commissioner.  

 

  (2) The Commissioner may not approve a trust agreement if the 

Commissioner finds that the trust agreement:  

 

   (i)  does not comply with law; or  
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   (ii)  has terms that do not provide reasonably adequate 

protection for the alien insurer õs policyholders and creditors in the United States.  

 

 (d) (1) A trust agreement may be amended.  

 

  (2) The amendment is not effective until filed with and approved in 

writin g by the Commissioner as complying with this subtitle.  

 

 (e) (1) The Commissioner may withdraw approval of a trust agreement 

or amendment to a trust agreement if the Commissioner finds, after a hearing, that 

the requirements under this subtitle for approva l of the trust agreement or 

amendment are no longer met.  

 

  (2) The Commissioner shall give notice of the hearing required under 

paragraph (1) of this subsection to the alien insurer and the trustee of the trust 

agreement.  

 

§5ð805. 

 

 (a) (1) For  purposes of the trust deposit, title to the trusteed assets is 

vested in the trustee and its successor.  

 

  (2) The trust agreement shall provide that title to the trusteed assets 

be vested as described in paragraph (1) of this subsection.  

 

 (b) The truste e shall:  

 

  (1) keep the trusteed assets separate from other assets; and  

 

  (2) maintain a record of the trusteed assets sufficient to identify the 

trusteed assets at all times.  

 

 (c) (1) On written request of the Commissioner, the trustee shall file 

with the Commissioner statements, in the form required by the Commissioner, 

certifying the character and amount of the trusteed assets.  

 

  (2) If the trustee after a reasonable time fails to file a statement 

requested by the Commissioner under paragraph (1) of this subsection, the 

Commissioner may suspend or revoke the certificate of authority of the alien insurer 

that deposited the trusteed assets.  

 

 (d) The Commissioner may examine the trusteed assets of an alien insurer 

at any time in accordance with the cond itions and procedures that govern the 

examination of insurers in general under Title 2 of this article.  
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§5ð806. 

 

 (a) Except as otherwise provided in subsections (b) through (e) of this 

section, the trust agreement shall provide in substance th at an alien insurer may not 

make, and the trustee may not allow, withdrawals of trusteed assets without advance 

written authorization of the Commissioner.  

 

 (b) The trust agreement may provide that, on request of an alien insurer or 

the United States manag er of the alien insurer, all or part of the income, earnings, 

dividends, or interest accumulations of the trusteed assets may be paid to that 

manager.  

 

 (c) The trust agreement may provide that trusteed assets may be 

withdrawn and, at the same time, assets  of equivalent or greater value to those 

trusteed assets being withdrawn may be substituted if:  

 

  (1) the substituted assets are eligible for investment of the funds of 

domestic insurers under Subtitle 5 or 6 of this title;  

 

  (2) the United States manage r of the alien insurer requests the 

withdrawal in writing in accordance with written authority previously given or 

delegated by the board of directors or other similar governing body of the alien 

insurer; and  

 

  (3) a copy of that authority has been filed with the trustee.  

 

 (d) The trust agreement may provide that:  

 

  (1) trusteed assets may be withdrawn to make a deposit that is 

required by law in a state in which the alien insurer is or becomes authorized to 

engage in the insurance business, for the prot ection of the alien insurer õs 

policyholders and creditors in that state or in the United States, to the extent that 

the withdrawal does not reduce the alien insurer õs deposit in this State to an amount 

less than the minimum deposit required und er § 4-106(c) of this article; and  

 

  (2) if a withdrawal is authorized under item (1) of this subsection, the 

trustee shall transfer directly to the depository required to receive the deposit in the 

other state the assets withdrawn in the amount requ ired to be deposited in the other 

state, as certified in writing by the insurance supervisory official of the other state.  

 

 (e) The trust agreement may provide that trusteed assets may be 

transferred to a liquidator, conservator, or rehabilitator under an  order of a court of 

competent jurisdiction.  
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 (f) The Commissioner may authorize withdrawal of only those trusteed 

assets that exceed the amount required by this subtitle.  

 

 (g) (1) If the Commissioner determines that an alien insurer is insolvent 

or that  an alien insurer õs assets in the United States are less than required under § 

4-106(c) of this article, the Commissioner in writing shall order the trustee to suspend 

the right of the alien insurer or any other person to withdraw the trusteed a ssets of 

the alien insurer.  

 

  (2) The trustee shall comply with the order until further order of the 

Commissioner.  

 

§5ð807. 

 

 Subject to the Commissioner õs approval, a new trustee may be substituted for 

the original trustee because of a v acancy or for other proper cause.  

 

§5ð901. 

 

 (a) In this subtitle the following words have the meanings indicated.  

 

 (b) òCeding insurer ó means an insurer that procures insurance for itself 

from another insurer for all or part of an insurance risk.  

 

 (c) òPrimary certifying state ó means a state other than Maryland:  

 

  (1) in which the insurance regulatory agency or its equivalent has 

designated and assigned a rating to an assuming insurer as a certified reinsurer; and  

 

  (2) the designation or rating from which the Commissioner has used 

to designate or assign a rating to the assuming insurer in this State under § 5ð910(b) 

of this subtitle.  

 

 (d) òQualified jurisdiction ó means a jurisdiction that the C ommissioner 

determines meets the requirements of § 5ð909 of this subtitle.  

 

 (e) òQualified United States financial institution ó means: 

 

  (1) for purposes of issuance or confirmation of a letter of credit under 

§ 5ð914(c)(3) of this subtitle, an institution that:  
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   (i)  is organized or, in the case of a United States office of a 

foreign banking organization, licensed under the laws of the United States or any 

state;  

 

   (ii)  is regulated, supervised, and examined by feder al or state 

authorities having regulatory authority over banks and trust companies; and  

 

   (iii)  has been determined by either the Commissioner or the 

securities valuation office of the National Association of Insurance Commissioners to 

meet the standards  of financial condition and standing that are considered necessary 

and appropriate to regulate the quality of financial institutions whose letters of credit 

will be acceptable to the Commissioner; or  

 

  (2) for purposes of eligibility to act as a fiduciary  of a trust under this 

subtitle, an institution that:  

 

   (i)  is organized or, in the case of a United States branch or 

agency office of a foreign banking organization, licensed under the laws of the United 

States or any state and has been granted authorit y to operate with fiduciary powers; 

and 

 

   (ii)  is regulated, supervised, and examined by federal or state 

authorities having regulatory authority over banks and trust companies.  

 

 (f) òReinsureró means an insurer from which a ceding insurer p rocures 

insurance for itself for all or part of an insurance risk.  

 

 (g) òTrusteed surplus ó means funds held in a trust account in excess of the 

reinsurer õs liabilities attributable to reinsurance ceded to the reinsurer by United 

States ceding insurers in accordance with this subtitle.  

 

§5ð902. 

 

 (a) This subtitle does not apply to wet marine and transportation insurance.  

 

 (b) All laws or parts of laws of the State that are inconsistent with this 

subtitle are superseded to the extent of the inconsistency.  

 

§5ð903. 

 

 Credit for reinsurance shall be allowed a domestic ceding insurer as either an 

asset or a reduction from liability on account of reinsurance ceded if the reinsurer 

meets the requirements of this subtitle.  
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§5ð904. 

 

 (a) Except as provided in §§ 3ð124 and 3ð125 of this article for bulk 

reinsurance, an insurer may reinsure all or part of a particular risk.  

 

 (b) (1) Credit shall be allowed under subsection (c), (d), or (e) of this 

section with respect to cessions of those kinds or classes of business that the assuming 

insurer is licensed or otherwise allowed to write or assume in its state of domicile or, 

in the case of a United States branch of an alien assuming insurer, in th e state 

through which it is entered and licensed to transact insurance or reinsurance.  

 

  (2) Credit shall be allowed under subsection (e) or (f) of this section 

only if the applicable requirements of § 5ð913 of this subtitle have been satisfied . 

 

 (c) Credit shall be allowed when the reinsurance is ceded to an assuming 

insurer that is licensed to transact insurance or reinsurance in this State.  

 

 (d) Credit shall be allowed when the reinsurance is ceded to an assuming 

insurer that is accredited by the Commissioner as a reinsurer in this State in 

accordance with § 5ð906 of this subtitle.  

 

 (e) Subject to the requirements of § 5ð913 of this subtitle, credit shall be 

allowed when the reinsurance is ceded to an assuming insurer that maintains a trust 

fund meeting the requirements of § 5ð907 of this subtitle in a qualified United States 

financial institution for the payment of the valid claims of its United States ceding 

insurers and their assigns and successors in inte rest.  

 

 (f) Credit shall be allowed when the reinsurance is ceded to an assuming 

insurer that has been certified by the Commissioner as a reinsurer in this State in 

accordance with §§ 5ð908 and 5ð909 of this subtitle and secures its o bligations in 

accordance with the requirements of § 5ð911 of this subtitle.  

 

 (g) Credit shall be allowed when the reinsurance is ceded to an assuming 

insurer not meeting the requirements of subsection (c), (d), (e), or (f) of this section, 

but only as to the insurance of risks located in jurisdictions where the reinsurance is 

required by the applicable law or regulation of that jurisdiction.  

 

§5ð905. 

 

 (a) (1) Credit may not be allowed, as an asset or deduction from liability, 

to a ceding insurer for reinsurance unless the reinsurance contract provides, in 

substance, that in the event of the insolvency of the ceding insurer, the reinsurance 

shall be payable under the terms of a contract reinsured by the reinsurer on the basis 
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of report ed claims allowed by the court in a liquidation proceeding, without 

diminution because of the insolvency of the ceding insurer.  

 

  (2) Payments made by a reinsurer under paragraph (1)(ii) of this 

subsection shall be made directly to the ceding insurer or i ts domiciliary receiver 

unless: 

 

   (i)  the reinsurance contract or other written agreement 

specifically provides another payee of the reinsurance in the event of the insolvency 

of the ceding insurer; or  

 

   (ii)  subject to any contractual or statutory req uirement of 

consent by the policyholder, the reinsurer has assumed the policy obligations of the 

ceding insurer as direct obligations of the reinsurer to the payees under the policies 

and in substitution for the ceding insurer õs obligations to the pa yees. 

 

  (3) (i)  Notwithstanding paragraph (2) of this subsection, if a life 

and health insurance guaranty association has elected to succeed to the rights and 

obligations of an insolvent insurer under a reinsurance contract, the reinsurer õs 

liabilit y to pay covered reinsured claims shall continue under the reinsurance 

contract, subject to the payment of premiums to the reinsurer for the reinsurance 

coverage. 

 

   (ii)  Payment for a covered reinsured claim under 

subparagraph (i) of this paragraph shall  be made by the reinsurer only at the 

direction of the life and health insurance guaranty association or its designated 

successor. 

 

   (iii)  Payment for a covered reinsured claim made by the 

reinsurer at the direction of the life and health insurance guara nty association or its 

designated successor discharges the reinsurer õs liability to any other person for 

payment of the covered reinsured claim.  

 

 (b) (1) A reinsurance contract may provide that the domiciliary receiver 

of an insolvent ceding insurer  shall give written notice to the reinsurer of the 

pendency of a claim made against the insolvent ceding insurer under the contract 

reinsured within a reasonable time after the claim is filed in the liquidation 

proceeding. 

 

  (2) During the pendency of the  claim, the reinsurer, at its own 

expense, may investigate the claim and interpose, in the liquidation proceeding, any 

defense that it determines is available to the insolvent ceding insurer or its receiver.  
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  (3) (i)  The reinsurer may file a claim agains t the insolvent ceding 

insurer for any expense incurred by the reinsurer under paragraph (2) of this 

subsection. 

 

   (ii)  The claim may not exceed an amount equal to the 

proportionate share of the benefit accruing to the insolvent ceding insurer solely as a 

result of the defense undertaken by the reinsurer.  

 

   (iii)  If two or more reinsurers are involved in a claim and a 

majority in interest elect to interpose a defense to the claim, the expense shall be 

apportioned in accordance with the terms of the rein surance contract as though the 

expense had been incurred by the insolvent ceding insurer.  

 

 (c) On request of the Commissioner, a ceding insurer shall inform the 

Commissioner promptly in writing of the cancellation or any other material change 

of any of it s reinsurance contracts or arrangements.  

 

§5ð906. 

 

 (a) In order for an assuming reinsurer to be eligible for accreditation by the 

Commissioner, the reinsurer shall:  

 

  (1) file with the Commissioner evidence of its submission to this 

Stateõs jurisdiction;  

 

  (2) submit to the Commissioner õs authority to examine its books and 

records; 

 

  (3) be licensed to transact insurance or reinsurance in at least one 

state or, in the case of a United States branch of an alien assuming insurer, be  entered 

through and licensed to transact insurance or reinsurance in at least one state;  

 

  (4) file each year with the Commissioner a copy of its annual 

statement filed with the insurance department of its state of domicile and a copy of 

its most recent audited financial statement; and  

 

  (5) demonstrate to the satisfaction of the Commissioner that the 

reinsurer has adequate financial capacity to meet its reinsurance obligations and is 

otherwise qualified to assume reinsurance from domestic insurers.  

 

 (b) An assuming insurer is deemed to meet the requirement of subsection 

(a)(5) of this section as of the time of its application if:  
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  (1) the assuming insurer maintains a surplus as regards 

policyholders in an amount not less than $20,000,000; and  

 

  (2) the Commissioner has not denied the assuming insurer õs 

accreditation within 90 days after submission of its application.  

 

§5ð907. 

 

 (a) To enable the Commissioner to determine the sufficiency of the trust 

fund provided for in § 5ð904(e) of this subtitle, the assuming insurer shall report each 

year to the Commissioner information substantially the same as that required to be 

reported on the National Association of Insurance Commissioners annual statement 

form by authorized insurers . 

 

 (b) The assuming insurer shall submit to examination of its books and 

records by the Commissioner and bear the expense of examination.  

 

 (c) Credit for reinsurance may not be granted under this section unless the 

form of the trust and any amendments to  the trust have been approved by:  

 

  (1) the insurance regulatory agency of the state where the trust is 

domiciled; or  

 

  (2) the insurance regulatory agency of another state who, under the 

terms of the trust instrument, has accepted principal regulatory o versight of the 

trust.  

 

 (d) The form of the trust and any trust amendments shall be filed with the 

insurance regulatory agency of each state in which the ceding insurer beneficiaries of 

the trust are domiciled.  

 

 (e) The trust instrument shall provide tha t contested claims shall be valid 

and enforceable on the final order of any court of competent jurisdiction in the United 

States. 

 

 (f) The trust shall vest legal title to its assets in its trustees for the benefit 

of the assuming insurer õs United St ates ceding insurers and their assigns and 

successors in interest.  

 

 (g) The trust and the assuming insurer shall be subject to examination as 

determined by the Commissioner.  

 

 (h) The trust shall remain in effect for as long as the assuming insurer has 

outstanding obligations due under the reinsurance contracts subject to the trust.  




